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Cash Management: 
Is Yours A Steady 
Flow Or Just A 
Drip? 


SS 


Your automobile 
dealership is a highly 
specialized business. 
Naturally, your business 
insurance needs are 
specialized too. 


We realized this back in 
1922, the year we committed 
our business to offering 
automobile dealers the best 
protection possible for their 
business. And we've made 
that commitment stick. 

That's what makes 
Universal Underwriters The 
Specialists in Auto Dealer 
Protection. 


Universal's Unicover? is 
our very flexible protection 
package designed especially 


for automobile dealers. Itcan [ 


be tailored to a dealer's 
specific insurance needs. So 
when you call on The 
Specialist, we can diagnose 
your insurance requirements 
quickly and simply. You'll 
get the best coverage for your 
dealership, without buying a 
lot of coverage you really 
don't need. And your 
insurance can be among the 
least of your business 
worries. 


Of course, you could buy 
business insurance from a lot 
of companies. But if you want 
Auto Dealer Protection — 
simply and expertly — then 
you want The Specialist. 


800-821-7803 


Phone toll-free 


Ask for Lynn Forde. Or write for 


more information about Auto Dealer 
Protection from The Specialist. 


Name & Tit 
Dealership 
Address 
City 


State 


"Into Deal 


5115 Oak Street, Kansas City, MO 64112 -— 


If you want a fast, 
accurate 1 Insurance 
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A Member Company of the 
Lynn Insurance Group 
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Arnold W. Ivie 


A friend and colleague has died. NADA and dealers are poorer for his passing, but immeasurably richer for his living. 

Arnold W. Ivie, NADA Controller and Assistant Treasurer since 1967, died June 8 after a prolonged heart ailment. 
He was 55. 

Friends and colleagues remember Arnold as a warm, unselfish and good man in the honest, old-fashioned sense. He 
was unabashedly a family man and a churchman, devoted to religious and humanitarian ideals and causes. He worked for 
his church, teaching, singing, directing and even conducting a long-running radio program. He also met frequently with 
fellow workers in a Christian study group that formed the basis for many of Arnold's deep friendships at NADA. 

There was a fun-loving side, too. More than a few colleagues were the object of Arnold's pranks, but he laughed the 
loudest when the tables were turned. 

Sailing had become his recreational passion in recent years. When the breeze was up, Arnold wanted to be out on the 
river in his sailboat—sometimes with his wife and daughters, and sometimes alone with the wind and water. 

He also played golf a little. Those who knew him like to tell of Arnold's first-ever round of golf, attempted at the 
famed Pebble Beach course on California's Monterey Penninsula. He lost a lot of balls, got rained on and held up a few 
foursomes. Not a bad course, Arnold commented afterwards, but not as tough as he'd heard. Of course, he didn't count 
strokes for lost balls or when his ball wasn't going forward. 

On the job at NADA, Arnold ran an open office, turning away no idea too small or unconventional. Loyal and 
generous to his staff and co-workers, Arnold was much more than an accountant. He was keenly interested in the bigger 
picture, the issues and meanings behind the numbers. 

His abilities, energies, and interests extended beyond his prescribed responsibilities to encompass the larger needs 
and concerns of dealers. Responsible for a five-fold growth in NADA’s budget during his 14-year tenure, Arnold pushed for | 
changes in the system, striving to modernize and humanize accounting procedures and the budgetary process. 

His successes were many and lasting, but characteristically they were humbly assumed. More significant, however, 
are the personal and professional goals and standards of accomplishment established by Arnold. These will continually 
inspire the officers, directors and staff of NADA. 

We thank him for his gifts to us, for his friendship and his love of life. 
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Executive Notes 


ay parity. Speaking at 
General Motors’ 73rd an- 
nual meeting, GM Chairman Roger 
Smith warned that the U.S. auto 
industry cannot continue to pay its 
workers $8-an-hour more than 
Japanese automakers pay without 
losing more jobs to them. 

“This is too great a differential 
to overcome even with our new 
plants and new products,” Smith 
said. “All our great technology and 
even the magic of robots cannot 
make up this difference.” 

Smith said GM is moving to in- 
troduce new products, cut costs, re- 
duce absenteeism, and improve 
quality and productivity with a 
$40 billion capital investment pro- 
gram, but he said, “That is not 
enough. If we are to avoid losing 
more jobs to the Japanese . . some 
basic changes in our wage struc- 
ture must occur." Smith said a 
profit-sharing plan in the place of 
a portion of current wages and bene- 
fits would help offset labor costs 
and still *assure that our employ- 
ees retain their jobs and share in 
the future with us." 
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Sizzling stereo system. Toyota 
has introduced a stereo system for 
autos that is so hot is has to be 
cooled with water. 

The stereo system, which is 
standard on the 1981 Cressida 
models and optional on Coronas, 
features a heat pump cooling sys- 
tem, similar to an engine’s radia- 
tor. Fluid moves through tubes 
surrounding the radio and four 
separate amplifiers, cooling the 
system and allowing it to produce 
40 watts of power. Each amplifier 
drives one of four separate speaker 
channels, at 10 watts per channel. 
Most car stereos only have two 
amplifiers because of problems 
with heat dissipation. 

Along with the cooling system, 
the electronic radio has several 


other features normally found 
only on home receivers. A quartz 
synthesizer locks directly on to 
broadcast frequency channels 
while turner transistors adjust for 
constantly changing reception 
conditions. Other circuits sup- 
press interference noise. A state- 
of-the-art microprocessor com- 
puter chip serves as a digital brain 
for the system, monitoring and 
balancing the the complex elec- 
tronic circuitry. 
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Quality control of the future? 
Subaru of America has launched 
its 1981 Key Dealer Program, a 
unique quality control program 
designed to monitor production 
errors. 

Twenty-six Subaru dealers have 
been chosen to participate in the 
program. Each dealer submits all 
its repair orders to Subaru of 
America's service department for 
detailed computer coding. The re- 
sulting data are then checked and 
analyzed. Ifa recurring problem is 
spotted, it is brought to the atten- 
tion of Fuji Heavy Industries of 
Tokyo, Japan, the manufacturer of 
Subaru vehicles, for corrective 
action. 
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Propane-powered vehicles. 
A new gas-saving option is avail- 
able on some of Ford's medium- 
and heavy-duty trucks—a pro- 
pane engine. 

Ford began production of its pro- 
pane-powered trucks at its Ken- 
tucky truck plant in April. Accord- 
ing to Thomas Feaheny, Ford's 
vice-president of vehicle research 
the propane system costs about 70 
percent less to produce than a typi- 
cal mid-range diesel engine. Fea- 
heny says propane is readily avail- 
able in the United States and Can- 
ada at prices approximately one- 


third less than gasoline or diesel 
fuel. 

Ford also plans to introduce a 
propane system in Canada during 
the 1982 model year as an option 
on Granadas and Cougars. Al- 
though these will be the first facto- 
ry-produced propane engines to be 
offered by a North American auto- 
mobile manufacturer, Ford has al- 
ready produced more than 34,000 
ethanol-fueled vehicles in Brazil, 
where the government requires 
manufacturers to modify a percen- 
tage of their cars to operate on 
ethanol. At the present time, Ford 
has no plans to market propane-po- 
wered automobiles in the States. 
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New academy grads. Fourteen 
students recently completed the 
12-month training program at the 
NADA Dealer Candidate Acade- 
my. The graduates are: Jeffery 
Blanchard, Tallahassee, FL; Anne 
Campisi, Lakeland, FL; Chris 
Curran, Westport, CT; Stephen 
Debrecht, St. Louis, MO; William 
Farrish, Fairfax, VA; William 
Graves Jr., Brandon, FL; Carter 
Harrison, Rome, GA; Lenore Mar- 
dis, Somerset, PA; Wilson Phipps, 
Annapolis, MD; Bonnie Quantrell, 
Lexington, KY; John Raffealli, 
Reno, NV; Jeffery Rapp, Duluth, 
MN; H. David Warfield, Damas- 
cus, MD; and James Williams, San 
Diego, CA. 

Since its inception in 1978, 44 
candidate dealer successors have 
graduated from the academy. 
Nine of the graduates have been 
granted franchise agreements by 
various manufacturers and now 
operate their own dealerships. 

NADA currently has two classes 
in progress, with the next class 
scheduled to begin August 30. 
Current tuition is $5,000 plus 
travel, room, and board. To obtain 
an application to the academy, call 
John Clancey, administrator, at 
(703) 821-7216. 
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There's a full share 


of the daily rental market 


waiting for GM Dealers. 


The new GMAC Rental Plan can help you realize 
added income from the daily rental of cars, light trucks 
and vans to people and businesses right in your own 
neighborhood. And satisfied rental customers often become 
new car buyers. 

You already have the facilities, the location, the personnel 
and the automotive know-how to build a successful daily 
rental business. 

We can help you unravel some of the mysteries of daily 
rental. Our plan offers a full insurance package at reasonable 
costs. Rental agreements and forms. Advertising material 
and helpful operating aids. And mostly, our expertise. 

Interested in the fast-growing daily rental market? Call 
your GMAC Branch Manager. He's ready to help you get 
your full share. 


DALYIRENTAL 


FINANCING 


Complete Dealer 
Financing Services 


at — ——————————————3$ 


NADA 
SERVICES CORP. 
BOARD OF DIRECTORS 


Wendell H. Miller, Binghamton, NY 
George W. Lyles, High Point, NC 
Marvin D. Hartwig, lowa City, IA 
William C. Turnbull, Huntington, WV 
George S. Irvin, Denver, CO 

Leslie M. Emerson, Lewiston, ME 
Bertrand A. Feiber, Bogalusa, LA 
James P. Jennings, Chicago, IL 
Denzil W. Rose, Hilo, HI 

Gordon T. Egan, Stockton, CA 
Frank E. McCarthy, McLean, VA 


How To Live With An Overdrawn 
Account. . . And Love It 
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Pierre Brault 
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People: The Key To 


What may seem at a 
10 glance to be flirtation 
with disaster is really a very 
heady way to save consider- 


20 If you've thought the 
problems we're expe- 
riencing in the U.S. are 
unique, you might find it in- 


2 6 Once virtually ignored, 

the service contract has 
come to be regarded by buyers 
as a good way to protect a siz- 


Does your store provide 
32 a productive climate? 
Are your people as productive 
as they could be? A few 
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Sales Tax Ruling, Dealer vs. Fiat, Etc. 


Rejection of franchise 
application did not give 
rise to antitrust injury 


Iowa used car dealers 
subject to sales tax on 
repairs 


Recent tax court 
rulings and dealers 


A dealer sued under the Sherman and Clayton Acts for antitrust injuries 
allegedly caused by a Fiat distributor’s rejection of the dealer’s 
application for a new Fiat franchise. Ron Tonkin Gran Turismo, Inc., v. 
Fiat Distributors, Inc., 637 F2d 1376 (9th Cir. 1981). The United States 
Court of Appeals affirmed the grant of summary judgment made for the 
Fiat distributor in the District Court. 

The Sherman Act claim was based on the dealer’s narrow definition of 
relevant product market. It was argued by the dealer that the market was 
solely for Fiat cars and that the presence of a single Fiat dealer was 
therefore monopolistic. Fiat countered this argument by saying that 
competing lines of vehicles were available. Thus, the presence of only one 
Fiat dealer, with other-line dealers present in the market, did not prove 
market domination or anticompetitiveness. Fiat claimed the relevant 
market consists of cars in general, not just Fiats. The Circuit Court of 
Appeals also accepted this broader definition of product market. Thus, 
the Sherman Act claim failed. 

The dealer was also unable to prove a violation of the Clayton Act, 
which requires a showing of two separate products being tied to the other 
in such a way that the purchase of the first product demands the 
purchase of the second. Furthermore, the court said there was no 
executed franchise agreement that could have been violated. The dealer 
merely had the hope of receiving the franchise. 


A provision of the Jowa Code that applies the sales tax on automobile 
repair services performed on used cars owned and held for sale by auto 
dealers has been held valid. The exemption for “processing” does not 
apply to the repair of such cars. Auto repair was considered to be outside 
the meaning of the exemption because the repair service does not 
transform raw material into a finished product, even though it makes the 
car more attractive to a purchaser. Towa Automobile Dealers Association 
and Elebert Chevrolet, Inc., Iowa Supreme Court, February 18, 1981. 


Ort April 6 of this year, the United States Tax Court decided a case of 
major importance to all dealers engaged in automobile leasing. In Swift 
Dodge v. Commissioner of Internal Revenue,76 TC No. 47, the Court 
ruled in favor of the automobile dealership in determining that the open- 
end lease agreements in question were actual leases, not conditional sales 
contracts as claimed by the IRS. This also permitted the investment tax 
credits claimed by the dealer for the vehicles covered by those 
agreements. 


This column is prepared by the Legal Group of the National Automobile Dealers Association. For further information or questions concerning the items appearing in this column, write: 
Legal Briefs, NADA Legal Group, 8400 Westpark Dr., McLean, VA 22102. 
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MAKE IT EASIER THAN EVER TO 
INCREASE ANT I-RUST SALES AND PROFITS... 


DON'T FORGET 


THE BODYGUARD! 


DON'T FORGET, BODYGUARD HAS BEEN SELLING 
RUST INHIBITING FOR ALMOST 20 YEARS. 


Bodyguard isn't just another rust-inhibiting process. It's been proven through years 
of laboratory testing and everyday use by hundreds of thousands of drivers — under 
every conceivable condition. Don't forget, Bodyguard's anti-rust process is available 
through new car dealerships only. 


DON'T FORGET BODYGUARD'S YEARS OF CLAIMS EXPERIENCE. 


Don't trust your dealership's reputation with companies that may not be here when 


the claims start coming in. Ask us for a list of satisfied dealers who have been with 
Bodyguard for ten years, fifteen years, even longer. 


DON'T FORGET, CALL 216/741-1160 COLLECT 
FOR COMPLETE DETAILS. 


We'll show you how Bodyguard's exclusive rust-inhibiting process easily becomes a 
part of your operation. Simply send in the coupon or CALL COLLECT... 


BODYGUARD 


BODYGUARD AND BODYGLO 
ARE NOW AVAILABLE OASIS 


Volvo plans purchase 
of White Truck 
operations 


U.S. Supreme Court 
will not review 
McDonald's franchise 
agreement 


In rejecting the arguments by the IRS, the Tax Court stated that Swift 
Dodge did retain the risks and responsibilities of a lessor. The dealership 
had to pay monthly bank loans on the vehicles, it maintained insurance 
on the leased vehicles, and, more importantly, it assumed the risk of the 
lessee defaulting or terminating the lease early. As the owner of the 
vehicles, Swift was therefore entitled to Section 38 investment credit. 

The IRS does have 90 days from April 6 to appeal the Swift Dodge 
decision, and if anything eventful does occur, NADA’s Legal 
Department, and ZE, will keep dealers advised. 

But assuming that the Swift decision does stand, it should help remove 
the cloud from this “conditionnal sales contract” problem which has 
troubled lessors the last few years. Many dealers who have been audited 
on this point may now have substantial justification for their position. 

The NADA Legal Group wants to point out, however, the decision in 
Swift Dodge is limited to the facts of the case, and the IRS may still seek 
to treat a particular “lease” as a conditional sale. 
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In another opinion issued May 11, the Tax Court ruled in favor of a 
Maryland Chevrolet dealer, stating that the dealership, which had 
elected the dollar-value last-in, first-out (LIFO) method of computing its 
inventory, was not required to establish multiple pools corresponding to 
model lines of vehicles sold, despite what the IRS had asserted. (Fox 
Chevrolet, Inc. v. Commissioner, 76 TC No. 62.) 

The Tax Court did state that automobiles and trucks were sufficiently 
dissimilar as to require separate pools-for those vehicles, one for new cars 
and one for new trucks. Dealers adopting LIFO are now free to choose 
whether a single or multiple pool for new cars is most advantageous. 

In a related case, Richardson Investments, Inc. v. Commissioner, 76 TC 
No. 63, a New Mexico Ford dealer on the LIFO dollar-value, link-chain 
method was likewise required to adopt only two separate pools. 

NADA supported the Fox case through its Legal Defense Fund. 


The Swedish company AB Volvo has preliminarily agreed to buy the 
entire heavy-duty truck operation of the financially ailing White Motor 
Corporation. Since September of last year, White has been selling assets 
and reorganizing debt structure under Chapter 11 of the federal 
bankruptcy provisions. White reportedly wrote off $8 million of truck 
debts when it filed for Chapter 11 protection, although its sales from U.S. 
truck operations in 1980 were near $400 million. 

If the sale to Volvo goes through, White will receive less than book 
value for its assets and Volvo will gain entry into the competitive U.S. 
truck industry. The sale must be approved by the respective boards of 
directors as well as the federal bankruptcy court in Cleveland, Ohio. 

White’s line would complement the Volvo line and allow for greater 
market penetration. White also would contribute three truck plants and 
parts-production units, and the agreement would additionally give Volvo 
a new distribution outlet for its trucks via White’s 240 dealers. Volvo has 
been distributing trucks through Freightliner Corporation, but this 
company was purchased in May by the West German firm, Diamler-Benz 
AG. 


The United States Supreme Court has denied review of the Fourth 
Circuit’s decision in Principe v. McDonald’s Corporation, No. 80-1402, 
U.S. Sup. Ct., cert. denied, 5/4/81. In this case, a franchisee alleged that 
McDonald’s violated the antitrust laws through illegal tying 
arrangements. Specifically, the tying arrangement was alleged to bea 
requirement that a franchisee lease land and the restaurant building 
from Franchise Realty Interstate Corporation, a McDonald’s affiliate. 
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A reader asks: 


U.S. Supreme Court 
will not review decision 
of Colorado Supreme 
Court or dealer board 


Court rules employer- 
subsidized cafeteria 
non taxable as wages 


r 


The Supreme Court will let stand the United States Court of Appeals 
for the Fourth Circuit's determination that there was no illegal tie-in 
because the land and restaurant lease are part of a complete franchise 
unit and are not separate products. In affirming a district court's directed 
verdict for McDonald's, the Fourth Circuit concludes that the test of a 
franchisor's requirements is whether the challenged practice makes up 
an essential ingredient of the franchise system's success. Here, the court 
finds that the McDonald's system of leasing land and buildings is part of 
the franchise system's success. 


There is a big problem in my state with customers stealing leased or 
rented vehicles. The police say they can't help me because the customers 
have the right to possess the vehicles, and under state law, that doesn't 
amount to “stealing.” When I ask for the return of the vehicles, these 
customers just take off with them. What can I do? 


The problem you mention can be solved only through your state’s 
legislature, because it involves provisions of your state’s criminal laws. 
Dealers in states that do not have statutes to correct this problem find that 
their criminal laws leave gaps that hamper law enforcement efforts. 

Enforcement in these states is hampered because of old-fashioned 
definitions of theft that require a criminal “intent to steal” to occur 
simultaneously with an actual “taking” of property. In these states, ifa 
customer originally has lawful possession of property and later develops 
an intent to unlawfully keep a vehicle, the basic crime of theft cannot be 
established because “the intent to take” and the actual “taking” did not 
happen at'the same time. These and other technical snags can be easily 
eliminated with appropriate legislation. 

The American Car Rental Association in Washington, D.C. has done 


extensive investigation of this subject and may be able to provide useful 
information to your state association. 


The United States Supreme Court has denied review in the case, Michael 
Motors v. Colorado Dealer Licensing Board. In his original appeal to the 
Colorado Supreme Court, the dealer opposed an order by the Colorado 
Dealer Licensing Board that suspended the dealer’s business license for 
17 days as a punishment for the dealer's refusal to honor a written 
agreement signed by the dealer's salesman and a customer. Believing the 
agreement was not valid, the dealer refused to honor it. 

In upholding the licensing board, the Colorado Supreme Court ruled 
that the evidence sustained the board's finding that the salesman had 
apparent authority to bind the dealer to the customer's agreement. The 
failure to honor the contract was a violation of the state's Automobile 
Dealers’ Act. Another challenge by the dealer was to the Act's 
constitutionality because it imposed sanctions on the dealer's 
noncompliance. The Act was expressly upheld by the Colorado Supreme 
Court. Finally, the dealer sought review before the U.S. Supreme Court, 
and that review was denied on March 24, 1981. 


In an action motioning for refund of an overpayment of FICA and FUTA 
taxes in relation to an employer's providing meal allowances to 
employees, the Internal Revenue Service conceded that such sums did not 
constitute wages for the purpose of the employment taxes. 

The employer subsidized meals for employees at the cafeteria on the 
premises. IRS sought to collect taxes on these amounts as constituting 
wages to the employees. However, in settling the case, it was held these 
meal reimbursements (a) formed no part of the employment agreement, 
(b) all employees were fully compensated for their services by the wages 
paid them, (c) full remuneration was paid each employee, whether or not 
the employee utilized the cafeteria services. 

This ruling has implications regarding the use of demonstrators by 
sales personnel, and the IRS position of taxing the dealership for FICA 
and FUTA. Harris Trust and Savings Bank v. U.S., U.S. Court of Claims, 
No. 105-79T, January 16, 1981. Æ 
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ou wouldn't be too far from. 
wrong if you said Scott 


_ Toyota in Scottsdale, Ari- 
Zona, has been operating with an 
overdrawn checking account for 

€ past two years. 

Oddly enough, neither the deal- 
ership's president, Bruce Wallace, 
nor the Valley National Bank 
Where his company does its bank- 
ing business are worried about the 
Situation. As far as they're con- 
cerned, the account can—and 
Probably will—stay overdrawn in- 
definitely, 

Pus the surface, this might sound 

* an acute case of fiscal irres- 
Ponsibility on the part of both 

bank and dealership. In 
reality, how- 
ever, it's 


part of a skillfully structured, 
well-monitored cash management 
system that puts virtually every 
Scott Toyota dollar to work in- 
stead of letting them languish in a 
non-interest bearing account. 

To accomplish this, of course, 
the import dealership's checking 
account is kept continually at or 
near a zero balance. 

“In essence,” says Wallace, a 
dealer for some 16 years, “we're 
overdrawn at all times.” 

Wallace says the system he is 
now using was installed at his 
dealership in only about two 


weeks and began showing positive 


results within 60 days. Even bet- 


ter, the program did not require 


the addition of any extra office per- 
sonnel because, as Wallace says, 
*We were lucky to have a very 
bright bookkeeper who caught on- 
to the system quickly and learned 
to make it work." 

In the two years Scott Toyota 
has used the system, the dealer- 
ship has enjoyed substantial 


payoffs from it in the form of sav- 


ings and earnings. 

*Although it's difficult to pin 
down the exact dollar amount be- 
cause of the nature of the system," 
Wallace says, "there's no question 
in my mind that we're realizing in 
excess of $100,000 a year from it." 

But isn't it risky business to 
slice checking reserves to such 
paper-thin levels? And doesn't 
the Valley National Bank 
object to such close-to-the- 

cuff maneuvering? 
The answer to the first 
question is *no." The 
system isn't risky if you 
have all the 
necessary in- 
formation 
and the 
proper 

gui- 

dance 

to 

a? make 
it 

: work. As for 
the second question: 
^ the Valley National Bank 
gave Scott Toyota the idea for zero 
balance checking in the first place. 

“This whole thing started when 
the branch manager at Valley Na- 
tional approached us and asked if 
we'd like to talk to their money 
management man," explains the 


Scottsdale dealer. “We said ‘yes,’ 
and we were soon introduced to 
Jim Rauschkolb.” 

Rauschkolb is a veteran of 24 
years in the banking business. For 
the past six years, he has been 
working as a consultant to Valley 
National's corporate customers in 
Arizona and the Rocky Mountain 
states, helping them analyze their 
cash flow. His formal title is vice- 
president, corporate cash manag- 
er, and it wasn't by accident that 
he became acquainted with Scott 
Toyota. It was just part of his 
bank's rather untraditional ser- 
vice to good corporate customers. 

“I got a call from one of the ac- 
count officers and he said Bruce 
was maintaining excess balances 
over and above that needed to pay 
for service charges for account ac- 
tivity and, in some instances, for 
compensating balances for loan 
commitments,” Rauschkolb says. 
Going through the bank's branch 
manager, Rauschkolb called this 
situation to the dealer's attention 
and let him know something could 
be done about it. 

According to Rauschkolb, Scott 
Toyota's position is not an unusual 
one. Many companies unwittingly 
keep excess funds in checking ac- 
counts, he says, simply because 
they lack the information and 
knowledge to monitor what their 
money is doing at any given time. 

“Without an account analysis 
and instruction in how to read that 
analysis,” Rauschkolb says, “these 
customers really don't know what 
their cash flow is on a day-to-day 
basis. They realize they're covering 
their checks. .. but they don't know 
they have excess funds. And these 
are just idle dollars that are lying 
in their account doing nothing." 

The practice of piling up extra 
dollars in a checking account to 
“be safe" is one that's deeply root- 
ed in the American psyche, accord- 
ing to the VNB vice-president. 

“In the United States,” he notes, 
"we're taught when we're very 
young that when we write a check, 
we have to have the money in the 
bank to cover that check. That 
really isn't true. When we write a 
check, we have to be able to pay for 
it when it hits our bank. The differ- 
ence is in the 'float' or idle time of 
the money. 

"What I tell our corporate custo- 
mers is that by looking at an ac- 
count analysis on a monthly basis, 


you can tell if you have excess 
funds. Analyzing this information 
tells us if there is the required cash 
flow to enable the customers to 
utilize these excess balances. Then 
I show them how to monitor this 
cash flow on a daily basis.” 

In the case of Scott Toyota, 
Rauschkolb showed Wallace that 
there were idle funds, and advised 
him to pool all deposited funds into 
a single depository account and 
then open up a payable account 
that would be kept at a zero bal- 
ance position. 

“We call the dealership every 
morning at 8 a.m. and tell them 
exactly what their funds position 
is—how much of the balance is 
ledger balance, how much of it is 
collected, and what their float is,” 
Rauschkolb says. “What they try 
to do on a daily basis is to arrive at 
an available funds position so that 
if there is going to be more money 
in the bank than is needed to pay 
for checks that will be arriving 
that day, those excess funds can be 
used (elsewhere). They can pay 
down their line of credit or they 
can invest in some kind of invest- 
ment instrument.” 

By structuring payables correct- 
ly, the bank executive points out, a 
dealer can possibly have most of 
the dealership’s checks paid on 
Monday, Tuesday, and Wednes- 
day and then invest excess funds 
over the Thursday-Friday-week- 
end period. 

“It’s all in structuring the re- 
ceivables and the payables of your 
business,” says Rauschkolb. “Once 
you identify the dollar amount and 
the timing of your investment, you 
can go to any investment depart- 
ment in your bank and figure out 
what you want to do with it.” 

In Rauschkolb’s mind, one of the 
best moves to make with excess 
dollars is to pay off today’s sky- 
high floor plan interest whenever 
possible. 


“There isn’t anybody who loans 
money—particularly to an auto 
dealer— at a lesser rate than what 
an investment instrument yields,” 
he stresses. “So the best earnings 
you can get is the savings on your 
interest expenses.” 

While on the subject of money 
loaned to dealers on auto invento- 
ry, Rauschkolb says he feels the 
banking industry has done “some- 
what of a disservice” to car dealers 
by regulating them to just an in- 


ventory finance package. The 
problem, he says, is that all deal- 
ers are guided by specialists in au- 
to financing who generally don’t 
think beyond the dealer’s inven- 
tory. 

“From my standpoint, that’s 
wrong,” he says. “If they want to 
loan dealers money on their inven- 
tory, that’s good, but they also 
should look at the net worth of the 
company and structure its liquidi- 
ty base from the net worth side of 
the corporate and not just the in- 
ventory side.” 

Borrowing money on inventory 
is only one aspect of dealership 


Jim 
Rauschkolb 


cash management, Rauschkolb 
tells dealers. The other aspect is 
borrowing on net worth. 

“The dealer has got to recognize 
that he or she has a liquidity base 
to cover liabilities,” he says. “Most 
people think of a liquidity base on- 
ly in terms of cash, but cash is only 
one area of the liquidity base. 
There are three other areas: ac- 
counts receivable, revolving lines 
of credit, and investment portfolio. 
Of course, for anything to be part 
of a liquidity base, it has to be 
available at the same time as the 
payable need arrives.” 

To illustrate the way Scott Toy- 
ota’s cash management program 
works, and the way a typical liq- 
uidity base could come into play, 
Rauschkolb cited a hypothetical 
case: 

“If Bruce Wallace writes 
$100,000 worth of checks today, 
the first thing Pd have him dois to 
monitor when those checks will hit 
the bank—a float disbursement 
analysis, if you will. Then he'll 
know what percentage of that 
$100,000 will hit the bank on what 
day. When he knows that, he can 
look at his liquidity base (i.e., cash, 
accounts receivable, investment 
portfolio, and revolving lines of 
credit) and see how much he will 
need from that to meet his needs. 
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“As an example, let’s say 
$50,000 of that $100,000 will hit 
Bruce’s account in two days. He 
looks at his checking account and 
sees there’s $25,000 in it. He has to 
come up with another $25,000, 
and he doesn’t have it in cash, so 
he turns to his accounts receivable 
to see what’s available there. He 
finds he’s going to be depositing 
$50,000 in checks today, but only 
$10,000 of that has a zero-based 
float. In other words, only $10,000 
of the $50,000 he will be deposit- 
ing is written on the bank he’s de- 
positing them in. That’s immediate 
liquidity of $10,000, which, com- 
bined with the $25,000 in his 
checking account, is a total of 
$35,000. He now has to come up 
with another $15,000 to cover the 
$50,000 due to arrive in two days. 
That’s when he goes to the other 
two areas of his liquidity base: his 
portfolio and his revolving lines of 
credit. 

“If he has an investment instru- 
ment in his portfolio that is imme- 
diately maturable, he can pull 
that and use it. If not, he has to go 
to his revolving lines of credit and 
borrow the money. 

“So you see, the structure of 
those four areas of his liquidity 
base is how he pays for his liablili- 
ty on his payable checks as they 
come due. You have to monitor the 
float of the payable, and you have 
to realize the liquidity of the base. 
What I have done for Bruce is to 
give him the monthly and daily in- 
formation of his cash flow so he can 
monitor on a daily basis his need, 
his availability, and the timing of 
the two to meet each other.” 

Can other dealers take advan- 
tage of the cash management sys- 
tem that has proved so beneficial 
for Scott Toyota? Bruce Wallace 
thinks they can, if the dealership 
is reasonably well-financed to be- 
gin with. He cautions, however, 
that this system is not a panacea 
for a business that’s trying to pull 
itself out of fiscal hot water. 

“If a dealer is already having fi- 
nancial difficulties,” he warns, “he 
shouldn’t think about jumping in- 
to something like this. He has to 
have pretty good profitability, and 
then he can use this system to ex- 
pand on those profits.” 

Another essential factor in mak- 
ing this cash management system 
viable, Wallace points out, is close 
cooperation between the dealer 
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Announcing Chrysler Corporation's 


CUSTOM 5/50 
PRO TES RON PLAN. 
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Hydraulic Lines, 
Fittings and Seals 


Control Arm Shaft 


Ball Joints 


More coverage for your customers. 
More profit for you. 


Announcing more than just another 
protection plan. Chrysler’s new 
Custom 5/50 Protection Plan. 


Designed for new car buyers who 
want more than power train cover- 
age. The Custom Plan includes all 
the components above. With allow- 
ances for towing and transportation. 


PROTECTION PLAN 


Think of it as the top of the line in 5/50 Protection coverage. 


Chrysler now offers four protection plans. Two for new 
vehicles...the 5/50 Power Train Plan and the new 5/50 
Custom Plan. Plus, two for used vehicles...the 12/12 
Protection Plan and the 24/24 Protection Plan. 


All of these plans were designed to return more profit to 
you .. . more conveniently. 


Each of Chrysler's plans is available to you at just one price 
for all passenger cars and most trucks. 


And Chrysler has uncomplicated claims processing, too. 
Authorization can be obtained instantly via one of our toll- 


free hotlines. Your claim will be paid within 5 days of receiving 
your repair order. 


And as a special service—if you forget to send us a repair 
order, we send you a reminder. 


Chrysler offers some of the hardest-working protection plans 


available. For all these reasons. And one important reason 
more. 


Chrysler assumes full liability. The contract is between 
Chrysler and the customer. Not between dealer and Customer, 
as most independent plans demand. 


For more information about Chrysler's new Custom 5/50 
Protection Plan or any of our other Protection Plans, ask your 
District Manager. Or call toll-free: 1-800-521-9922: in 
Michigan, call 1-800-482-3861; in Canada, call 1-800- 
265-9514; and in Alaska and Hawaii, call 1-800-521-8882. 
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and the bank. Rauschkolb agrees 
wholeheartedly with Wallace on 
this point, but he emphasizes that 
the dealer must initiate the action 
in most cases. Few banks, he says, 
seek out corporate customers and 
offer to assist in getting such a pro- 
gram off the ground. 

If a dealer's bank doesn't volun- 
teer such information, Rauschkolb 
says it means that the dealer will 
have to change certain traditional 
attitudes about his banking rela- 
tionship and will have to learn to 
ask for information most banks 
don't give their customers as a nor- 
mal practice. 

“It’s surprising how much a 
bank will do for a good customer if 
that customer will just go in and 
ask for it,” he says. “The problem 
is, most people hesitate to ask a 
bank. for services that aren’t nor- 
mally offered...and, in this case, a 
lot of dealers really aren’t sure 
what to ask for.” 

Rauschkolb has been busy, re- 
cently, briefing dealers in Walla- 
cess NADA Performance Analy- 
sis Group on this cash manage- 
ment system and, in June, held a 
full day’s seminar on the subject. 

“I guess there are going to be at 
least 20 banks around the country 
that will be getting questions 
about this sort of thing,” he mused. 

The first requirement in estab- 
lishing a cash management sys- 
tem, according to Rauschkolb, is to 
get the bank to give you a detailed 
account analysis on a monthly ba- 
sis. Without that, he says, you 
won’t know what your funds posi- 
tion is. 

“If your bank won't give you an 
analysis of your account, you have 
no idea if you’re getting your mo- 
ney’s worth or not from your 
checking account funds,” he ex- 
plains. “A lot of banks do give the 
analysis and this type of informa- 
tion, but a lot of them don’t. A lot of 
them don’t know how.” 

To make intelligent decisions 
with your money, Rauschkolb 
adds, it’s essential to know where 
you stand with your balances. He 
cited one rule-of-thumb that usu- 
ally serves as a good indicator 
about cash flow: bank service 
charges. 

“If the bank isn’t charging you 
anything,” he says, “I can tell you 
you're losing money...that’s your 
first clue. If you're not getting ser- 
vice charges on your account, then 


Pd ask for an analysis of the ac- 
count. If a service charge is being 
charged, you will know that you 
don't have enough balances to pay 
for the services, and you can be 
fairly certain you're doing a pretty 
good job with your cash flow." 

Another important element in 
maintaining a successful cash 
management program, Rausch- 
kolb says, is cash forecasting. 

“Y ou need to do cash forecasting 
so you'll know not only how much 
money you have on a 24-hour ba- 
sis, but also how much is going out 
in that same period, so you can tell 
if you have an excess or a deficit 


“The system 
isn't risky 
if you have 
the proper 
guidance to make 
it work.” 


cash position. That way, you'll 
know if you need to borrow or if 
you need to invest. You'll also be 
able to tell how long you need to 
borrow for or how much time you'll 
need to invest for.” 

Knowing exactly when to borrow 
funds also is important, the Arizo- 
na bank official stresses. Many 
corporate customers borrow too 
soon, he says, and end up paying 
unnecessary interest charges. 

“A lot of people go into their 
bank and say, ‘I need to borrow 
$50,000 and I need it Wednesday.’ 
Well, even if you think you need it 
on Wednesday, you probably don’t 
really need it until Friday because 
of the float,” he says. “And many 
times the banker will say, ‘O.K., 
we'll give you the $50,000, but let’s 
just put it into your account today,’ 
and this may be three or four days 
before the Wednesday, even. What 
happens—and a lot of people do 
this—is that you end up, first of 
all, paying interest at prime plus 
one or two points for several days 
until those checks hit the bank. 
Second, the bank will use those 
free funds because you aren’t us- 
ing them. So the bank makes out 
both ways.” 

Turning to a dealership’s invest- 
ment portfolio, Rauschkolb says 
investments should be tiered to 
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possibly include a business sav- 
ings account, some 30-day certifi- 
cates of deposit, and some short- 
term “float” investments. 


“One good investment might be 
a business savings account,” he 
says. “I appreciate that a business 
savings account is only paying 51⁄4 
percent right now, but that's 525 
basis points more than zero. And if 
you leave your money in a non-in- 
terest bearing checking account, 
and you don't need the money for 
activity, that’s what you'll be get- 
ting—zero. So you might keep a 
small amount in such a savings ac- 
count, say, $25,000 or $30,000. P'd 
never keep much more than that 
in one. 

“Then, you might have some 30- 
day certificates of deposit, but that 
should just be excess, money that's 
not needed except for tax pay- 
ments or to purchase cars in 30 
days or so. Remember, 30 days is 
long-term in cash management; 
short-term would be 24 hours. 

“For these short-term invest- 
ments, a dealer can get repurchase 
agreements, banker's acceptance, 
commercial paper, or federal agen- 
cy issues. There are many invest- 
ments that can be structured for 
your corporation on a one-, two-, 
three-, four-, five-, ten-, fifteen- or 
twenty-day basis. For a float in- 
vestment, you should structure 
them somewhere between one and 
seven days.” 

Rauschkolb advises dealers in- 
terested in developing a portfolio 
as part of a cash management sys- 
tem to visit their bank's invest- 
ment department for assistance. 
Utilizing a dealer's account analy- 
sis, the bank's investment special- 
ists should be able to offer valu- 
able guidance. 

Scott Toyota, a dealership that 
sold approximately 2,000 new cars 
and 1,000 used last year, is proof 
that all the parts of this type of 
cash management system really 
can fit together and work for the fi- 
nancial well-being of the business. 

“It’s a good program any time,” 
says dealer Wallace, “but as the 
price of money goes higher, it be- 
comes more valuable than ever.” 

But what if a dealer's bank can't 
or won't provide all the necessary 
parts to make it work? Jim 
Rauschkolb’s advice on that situa- 
tion is simple and to the point: “Change 
banks or learn to live with the sit- 
uation you now have.” Æ 
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Your scores on this series of 
business /health risks self-test may 
startle you. Or you may find you rate 
as a good manager in all areas of 
risk management. Either way, only 
you need ever know your answers 


At American Hardware Mutual, 

we ve been helping business people 
manage risks since 1899. Now. in 
addition to our business risk man- 
agement kit. we offer a brand new 
series on your personal health man- 
agement. Your health. after all. has 

a lotto do with your ability to manage 
your business... and how long you 
will be around to enjoy its success 


Invest only minutes 


Each test in the series takes only 
minutes to complete. Each includes 
valuable ideas for corrective meas- 
ures if any are needed. Prevention, 
after all. is still the best kind of 
protection 


Safety and OSHA 


Find out how to turn a necessity into 
an important management tool. A 
good safety program can reduce the 
cost of your business insurance and 
improve the productivity of both you 
and your workers (as well as keeping 
the OSHA inspector happy) 


Dishonest employees 


Are you paying someone to steal 
from you? Dishonest employees 
cost American business three times 
as much as shoplifters. They destroy 
more businesses than does fire. This 
test helps you spot ways you may be 
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THEYRE FREE 


AND DESIGNED TO HELP 


YOU BETTER MANAGE 
YOUR BUSINESS 
...AND YOUR HEALTH 


encouraging theft and other dis- 
honest acts 


Looking at inflation 


If your business were destroyed 
tomorrow, would your insurance re- 
place it? Learn more about the 
dangers of today's double-digit in- 
flation, and what to do about it 


Fire prevention 


What are the chances of a fire hitting 
your place of business? Would vou 
— or your employees — know what 
to do if one did? This self-test booklet 
could save more than your business 
It just might save your life 


Product liability and you 


You probably know that the cost of 
product liability is going up, but did 
you know that there are also ways of 
keeping it down? Learn the answers 
to such important questions as: What 
are you liable for? Whatis it likely 

to cost you? What can you do about it? 


Could you manage in an 
emergency? 


What would happen to your business 
in those critical days after a fire or 
other disaster? The right kind of 
planning can minimize the effects of 
a disaster and help improve your 
chances for survival. This is a self- 
test you shouldn't miss 


All new health management 
series 


Because of the success of its busi- 
ness self-test series, American 


American Hardware 


Mutual Insurance Co. 
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Hardware Mutual now offers a 
second series, dealing with the man- 
agement of health risks. Topics 
covered include diet, exercise. 
safety. smoking. alcohol and drugs 


The overview test time: 
5 minutes 


That's all the time it will take to show 
you what kind of health risks you are 
running as a result of your habits and 
life-style. Take the overview test to 
determine which topics covered in 
the series are of special importance 
to you 


How your health affects your 
ability to manage 


If it seems unusual that American 
Hardware Mutual. a specialist in 
business insurance since 1899, is 
getting into the area of health, it 

isn t. We know that a healthy mana- 
ger has more energy. handles stress 
better, makes better decisions and 
generally performs up to his full 
capacity. Good health management 
is an inseparable part of good busi- 
ness management 


We d like to help you be the best 
manager you can be. To receive both 
self-test series. without cost or obli- 
gation, write: Risk Management 
Dept.. American Hardware Mutual. 
P.O. Box 435, Minneapolis, MN 
55440. Or circle the reader service 
number in this publication 


Taking the worry out of 
your business...and your life." 
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Variable Rate Vehicle Loans 


4p he unprecedented gyra- 
tions of the monetary ag- 
gregates and the resulting record- 
high interest rates undoubtedly 
played a significant role in deci- 
mating the new vehicle market 
during 1980. When the prime in- 
terest rate exceeds a state's usury 
ceiling for retail loans, it becomes 
unprofitable for lenders to make 
new vehicle loans. As a result, the 
supply of loan money available is 
cut sharply. Lenders prefer to 
make money available to commer- 
cial borrowers, since usury ceil- 
ings do not normally apply to non- 
retail loans. When lenders do pro- 
vide money to the retail market, 
they are extremely selective, lend- 
ing only to the most credit worthy, 
in an attempt to eliminate losses 
due to default. 

When the prime first exceeded 
20 percent during the spring of 
1980, an NADA survey of dealers 
indicated that the turndown rate 
on retail vehicle paper exceeded 40 
percent. In the fall, when prime 
again climbed to record levels, the 
turndown rate exceeded 30 per- 
cent. This lower turndown rate 
may be in part attributed to sever- 
al states having raised their usury 
ceilings. 

Therefore, it is not surprising 
that the percentage of the market 
for new vehicle loans supplied by 
commercial banks fell almost 20 
percent during 1980. In fact, when 
the prime hit new record highs 
late in 1980, the commercial 


banks' market share of new vehi- 
cle loans declined more than 70 
percent from the previous decade's 
average. As commercial banks 
withdrew from the market for new 
vehicle loans, the captive finance 
companies stepped in to take up 
some of the slack. In fact, the cap- 
tive finance companies increased 
their market penetration during 
1980 by an average of 50 percent. 

Beginning January 1, federally 
chartered savings and loan associ- 
ations were permitted to make re- 
tail consumer loans. While there 
has been little evidence of savings 
and loan associations entering the 
market, the potential competition 
they could provide should help 
maintain market competition. 

Another innovation in retail au- 
to financing that has begun to im- 
pact the market is the variable 
rate consumer lohn. Banks in Bos- 
ton, Indiana, and Tennessee al- 
ready offer these loans, and the 
Bank of America is studying im- 
plementation seriously. The vari- 
able rate consumer loan is analo- 
gous to the variable rate mortgage 
(Œ, June 1981). Variable rate 
loans can be used to finance the 
purchase of virtually any consum- 
er durable. 

The interest rate for this type of 
loan can be linked to any index of 
prevailing interest rates. A Ten- 
nessee bank uses what it calls a 
“consumer prime rate" based on 
the previous month's average rate 
on six-month certificates of depos- 


it. Other banks tie their variable 
interest rate to the commercial 
prime rate. 

Changing monthly payments to 
reflect short-term fluctuations in 
interest rates is particularly bur- 
densome on relatively short loans. 
Banks see changes in monthly 
payments as the "most unpalat- 
able part" of any variable rate 
loan. Therefore, monthly pay- 
ments can be expected to remain 
constant, with the term of the loan 
changing to reflect changes in the 
interest rate. For example, an in- 
itial 48-month new vehicle loan 
would be paid off in more than 48 
months if interest rates rise, and 
less than 48 months if interest 
rates fall. By shifting the risk to 
the borrower, VRLs thereby lead to a 
greater degree of loan money 
availability. 

Innovative financing such as 
the variable rate loan is likely to 
become increasingly popular with 
lenders as long as uncertainties 
about future interest rates con- 
tinue: VRLs should make banks 
less reluctant to make new vehicle 
loans, and that will benefit deal- 
ers. However, it will be necessary 
to market these loans to overcome 
initial consumer resistance, and 
dealers making them will have to 
negotiate a rate differential with 
their banks, rather than the fixed 
rate currently negotiated for loans 
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Æ 


ments. 


This column is prepared by the Economic Analysis Dept. of the National Automobile Dealers Association. For further information or questions concerning the items appearing in this 
space, write: Economic Outlook, Economic Analysis Dept., 8400 Westpark Dr., McLean, VA 22102. 
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IN-HOUSE COMPUTER SYSTEMS 


. H INTRODUCING 
THE SHOWROOM 
PROFIT SYSTEM 


CARSWAY'S Exclusive Showroom Profit System, featured in national publications 
and previewed at the NADA Convention, has earned a reputation for dramatically 
increasing dealership bottom line protits. 


Just a few of the comments from dealerships already installed are: 


“Any dealership should attain increased 
profits and at the same time pay for the 
system within 90 days—we did." 


“We have no reservations in saying that 
any dealer who has not introduced this 
system is missing the boat.” 


The System Provides You the Ultimate In: 


e Prospect Control 
e Vehicle Management 
« Customer Communication 


The unique Showroom Profit System will improve profits in small and large 
dealerships alike—Call today for a demonstration or further information. 


Call Collect: Doug Holmes 


(== DYATRON CORPORATION P. 0. Box 235 Birmingham, AL 35201 
bas (205) 956-7416 
[+ = Dealer Systems Division ouai cipe 
(604) 270-8936 


Every time you sell a Service Contract, you make 
a commitment to the future. 


So down the road, when a customer returns for 


service, what will the labor rate be? What will be the 
price of parts? How will business be? 


Who will be in business? 


We're the American Warranty Corporation. 
We re the strongest and largest independent Service 
Contract company on or off the Earth. 


What makes us strong is the United Equitable 
Corporation. American Warranty isa part of it. Under 
their corporate umbrella, we administer your Service 
Contracts and other corporate members provide the 
insurance that reimburses you for work done. It's 
solid backing. The strongest you can get. 


What makes us large isthe extra profits we 
generate for thousands of dealerships across the 
nation. 
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$3 


Up front, the profit margins we offer are the best 
in the business. And everytime your customer comes 
back for service, you earn even more extra profit. A!l 
covered claims are paid at full retail on parts and 


labor. The money is in your hands within 10 days. No 
hassles. No risks. 


The time to think about the future is now. 


So, if you plan on being in business tomorrow, 
you should be doing business with us today. 


A wholly owned subsidiary of 


The United 
Equitable 
Corporation 


delivery on the family model, 
1 with the best service contracts. 


The service contract business 

Is a rapid-growth industry. 
American Warranty Corporation 
has territories open for 

qualified agents. 


several years that the U.S. is 

far from the only place where 
the automobile is a way of life. 
Many of the world's developed na- 
tions, and many other countries 
just beginning to reach out for an 
industrialized identity, have auto- 
mobile plants and a burgeoning 
network of car and truck dealers. 

Does everyone in every nation 
handle the retail end of the busi- 
ness in the same manner? We 
didn't think so, and it seemed to us 
that it would be interesting to ex- 
plore how the experiences of deal- 
ers in a country very similar to 
ours—Canada—differ from what 
confronts us here. 

Consequently, we sought out 
Pierre Brault, a Lincoln-Mercury 
dealer in Quebec who is also the 
1981 president of the Federation 
of Automobile Dealer Associa- 
tions of Canada, a group very simi- 
lar in function and purpose to 
NADA. 

We talked with him in Toronto, 
the site of FADA's recent Industry 
Relations Committee meeting, 
and as the following pages will 
prove, much of what resulted was 
very interesting, for a number of 
reasons. 

Brault is a small to medi- 
um-volume dealer who often 
handles about 800 new cars a year, 
but like all too many retailers on 
both sides of the border, he has 
seen that statistic fall quite a bit— 
down to about 500. 

He also deals in a metropolitan 
market in a large country with a 
small population, and we think 
you'll find his perspective at the 
same time familiar and unique. 


AE: Is it correct to say that 
FADA is not technically an 
association of dealers? 


Brault: Absolutely correct. This 
is a federation, the Federation of 
Automobile Dealer Associations. 
Our members are actually the pro- 
vincial (state) associations, not 
the dealers themselves. In your 
country, I believe NADA has a 
direct dealer membership, as do 
the state and local associations. 
You are separate, but you com- 
municate together, and you have a 
good relationship. In our case in 
Canada, when a dealer becomes a 
member of his local association, he 
automatically is a member of the 
provincial association, and also of 


FADA. 


JE been very obvious the last 


AE: What is your own provin- 
cial association called? 

Brault: Now thatis kind of com- 
plicated, because the name has 
been changed for several rea- 
sons—political ones, I guess. The 
old name was PADA, Provincial 
Autombile Dealer Association. 
This now is being changed, to try 
and improve our image because 
the dealers in Canada, or at least 
in Quebec, have not rated too 
highly with the public. 

AE: Why? 

Brault: Oh, I guess there are 
probably a lot of reasons. Basical- 
ly, you buy a car a lot more times 
than you call a plumber, or buy a 
house. So, buying a car is very 
emotional. It also, or it used to be, 
the second most important invest- 
ment of the average citizen. So, 
we've always been up there in 
front of the public, and I guess for 
the press it's a good subject too. 
Our image has improved recently, 
but it’s still not that good. We have 
done a study on the subject, and it 
seems it is not the franchised deal- 
er as a whole who has given us a 
bad image, but people don't readi- 
ly distinguish between us and the 
used car lot, the fly-by-night 
operation. All they know is, the 
guy's selling cars. Our people have 
complained to the government 
that we've been getting an awful 
lot of consumer protection law. 
But as far as the government's 
concerned, we're the bad guy. So, 
as just one phase in our effort to 
improve the situation, we thought 
we would change our name to: 
Corporation of Professional Auto- 
mobile Dealers. We need, very 
much, to pay more attention to how 
the public perceives us, and to 
what we can do about it. 

AE: How many dealers are 
there in Canada? And how many 
of them are FADA members? 

Brault: There are probably 
about 3,200 or 3,300 dealers in 
Canada, and we as an association 
have over 2,800 members. 

AE: All ofthem new car dealers. 

Brault: Strictly new car deal- 
ers. We are not involved with the 
exclusive used car dealer in any 
way. 

AE: Are the main manufactur- 
ers here in Canada the same asthe 
ones in the States? Do General 
Motors, Ford, and Chrysler, rank 
one, two, three in that order? 

Brault: Yes, definitely. They 


are also known as the "Big Three" 
here, and I'd say they have rough- 
ly the same percentage of the 
non-import market that they do in 
the U.S. 

AE: Toyota and Datsun: Are 
they as big up here? 

Brault: I believe the biggest 
one, market-wise, in Canada is 
Honda. Now, in Quebec right now, 
the number one is Toyota and then 
it's Datsun. And Mazda is coming 
up very quickly. But across Cana- 
da until lately and possibly still to 
this day, Honda is number one 
among imports. 

AE: What would you say the 
Canadian dealers' biggest or most 
nagging problem is? 

Brault: At the present time, I 
would think it is probably the 
same thing as what you find in the 
United States: Very high interest. 
Floor planning is killing us. But, I 
think what is making us very ner- 
vous right now is the possibility of 
the Japanese dumping products 
on us. In the U.S., the Japanese 
have agreed to limit their imports 
into your country. In Canada, 
though, the Japanese say, from 
what I read, that the story is dif- 
ferent, because they have to pay a 
tax of 13 percent. So far, our Indus- 
try Minister, Herb Gray, is not too 
voluble on the subject. But it is 
really a concern, because if they 
dump this additional product on 
us—the cars they can't sell in the 
U.S.—it would kill us. For now, 
though, there's very little we can 
do other than monitor the situa- 
tion and hope we can fight it better 
than we've fought the high in- 
terest problem. 

AE: What kind of floor plan in- 
terest rates do you have right now, 
and what kind of interest rates 
confront your customers? 

Brault: Last night when I left 
the office (May 21), the price to the 
customer, in my case, was 19%, 
percent. On our inventory—and 
this is kind of ridiculous—most of 
us pay prime plus 1 percent. 

AE: That's worse than the 
States. 

Brault: Yes, I think it is. 


AE: Are you having a lot of 
problems with the other aspects of 
inflation here? - 

Brault: It's been tough to han- 
dle. I haven't checked lately as to 
how it compares to the States, but 
we're now dealing with an infla- 
tion rate of 12.9 percent. 
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AE: That's a little more than us. 

Brault: On the whole, having 
the States as a neighbor is a great 
asset. But, conversely, being a 
very small country as far as 
population is concerned creates 
problems. One of those, I think, is 
that our proximity to the U.S. has 
given our people the feeling they 
can really live it up as so many in 
America seem to. It just doesn’t, 
though, seem we can afford that 
attitude—it produces higher infla- 
tion, and expectations get far 
beyond reach. This is probably the 
gut issue right now—our prime 
minister and other people from the 
government are saying, “Look. 
You have to pull back.” But people 
don’t seem to react to that. I was 
speaking to some people from one 
bank not so long ago, and though 
Pm almost scared to say it, they 
say interest rates this summer 
could go as high as 29 percent. 

AE: I can’t imagine that. 

Brault: Well, this is just talk 
across the table, and so, such a 
happening is just a possibility. But 
not so long ago, we probably would 
have said, “That is ridiculous.” 
But today you say, “Well, pos- 
sibly.” 

AE: In face of all this, you say 
your own business has gone down 
maybe 40 percent? 

Brault: Yes. 

AE: Is this pretty typical 
throughout Canada? 

Brault: I would think so. Num- 
bers vary, but a drop of 25 percent 
and more is very common. In Mon- 
treal, for example, Ford Motor 
dealers are down anywhere be- 
tween 35 and 45 percent. It's very 
difficult for us as retailers. How 
can you plan? If I can remember 
back to when I started as a dealer, 
if you didn't succeed, you just fig- 
ured it was because there was 


"Our regulations 
are not as 
stringent." 


something you weren't doing 
right, or you weren't working hard 
enough. But now, although you 
work as hard as you can, it's 
beyond you. And it is very difficult 
to keep your perspective or your 
morale because you don't really 
know what to do. In the old days, 
you had to be a good manager, and 
that was it. Well, it would appear 
you still have to be able to man- 
age, but to put it mildly, you could 
be a very good manager today and 
go out of business anyway, be- 
cause there are too many outside 
factors that you don't control. You 
just don't have a hand on them. It's 
probably because the crisis is of an 
international scope. 

AE: Are dealers going out of 
business up here in droves? 

Brault: I have no figures, but it 
would appear to me that it's been, 
so far, a better situation than in 
your country. I don't think our 
mortality percentage is as high. 
But as for the year to come, I don't 
know. We all felt 1980 would be 
extremely rough and then, there- 
after, somewhat easier, But, it just 
so happens that '81 has been 
equally as tough. So, I don't know. 
This game is not over yet. 

AE: How would you charac- 
terize the government's attitude 
here in Canada toward small busi- 
ness and toward the automobile 
industry? Antagonistic? Suppor- 
tive? Hands-off? 
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Brault: I would be inclined to 
believe that our government to a 
certain extent does favor small 
business. I think one of the proofs 
is the battle we won last year 
when the Bank Act came up for re- 
view. 

AE: Can you tell us something 
about that? 

Brault: Our banking system is 
a wee bit different than yours in 
the States. The regulations are ex- 
tremely rigid, and in actual fact, 
we have really only five major 
banks in Canada. Every ten years, 
the act that controls our banks' 
operation has to go to Parliament 
to be reviewed. At one point, re- 
cently, the banks asked the gov- 
ernment to be permitted to go into 
the leasing business. You can im- 
agine what would have happened 
to the car dealer if this business 
had been lost to us. So, we made a 
strong presentation to the govern- 
ment, and we won our case. The 
government refused the bank the 
permission to go into leasing. I 
think that showed that yes, in all 
fairness, they are concerned with 
small business and its people. 
Mind you, there are also very 
strong and weighty social mea- 
sures in this country—we have 
medicare, and many others. But it 
doesn’t change the fact that we get 
fairly good treatment. 

AE: Down in the States, a lot of 
laws were passed in the last 10 
years concerning emissions and 
fuel economy, and safety, and so 
on. Has your government done 
much the same? 


Brault: They have, but we are 
probably five years behind you. 
Our regulations are not as strin- 
gent. In the United States, for in- 
stance, the Lincoln this year has a 
302 engine with fuel injection. We 
have a straight 302 engine with no 
fuel injection, nothing. Some of 
the cars produced for our country 
would not pass inspection in 
yours. I guess we stand a chance to 
eventually get regulations akin to 
yours, but for now, it’s a little bit 
better here. 

AE: If dealers want to fight 
some kind of regulation in the Unit- 
ed States, it seems they have to 
lobby with the White House, they 
have to lobby with Congress, and 
they have to lobby with regula- 
tors—NHTSA, EPA, and so many 
others. Is your government set up 
so that you have unelected 
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bureaucrats making those kind of 
decisions? 

Brault: Well, as you know, our 
government system is very dif- 
ferent than yours. You have the 
presidential system and we have a 
Parliament, so the scheme of 
things is different. 

We find that one of the most effi- 
cient ways for us to get our mes- 
sage through is through our mem- 
bers of Parliament. That is effec- 
tive, but over the years, we have 
begun to open up good 
communications with bureaucrats 
of higher echelons—the deputy 
ministers, and so on. 

AE: So FADA is a fairly re- 
spected and known force right 
now? 

Brault: Well, I can tell you that 
after we won this review of the 
Bank Act, some bureaucrats were 
just stunned. They never thought 
we would pull it off. But, we did. 
It's not a matter of war, it's just a 
matter of being fair and fighting 
for survival. There's always a lot 
of work you can do. It's anon-going 
thing. You can'ssit and say, "Well, 
we've done it." 

AE: With a small population 
and a large land area, what does 
that mean in Canada in terms of 
distribution problems? 

Brault: You're talking, for ex- 
ample, about the dealer getting 
his material? 

AE: Yes. 

Brault: Well, though I'm not an 
authority on that, I don't think 
there's much of a problem in spite 
of the distances that are involved 
for dealers in some parts of the 
country. First of all, we get most of 
our vehicles from the States, and 
the cars go back and forth with rel- 
ative ease. Ford's St. Thomas 
plant, for instance, the one that's 
building the LN7, I believe, will 
ship 80 percent of its production to 
the States because we can't absorb 
it. We probably can handle only 20 
percent. So, the excess is being 
shipped throughout the U.S. 
General Motors has a plant near 
Montreal, and I understand that 
most of their production is being 
shipped through New England 
and probably to several other 
states. 

Don't forget, we have this auto 
pact between the two countries. 

AE: Can you explain what that 
is? 

Brault: Well, I think that some 
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years ago, our Ford Motor Com- 
pany, for one, was almost com- 
pletely divorced from the States. 
That is, it was very much an 
autonomous company. Of course, 
it was owned by Ford, but the 
Canadian president, according to 
my understanding, was really 
running the show, as was the chief 
in Europe. 

Don't forget that maybe 15 
years ago, before the auto pact 
came along, we couldn't sell a Lin- 
coln, for example, because, being 
built in the States, if we did import 
the car, it would cost a horrendous 
amount of money. As a result, the 
only vehicles we were selling were 


. cars that were built in Oshawa or 


Oakville, or Windsor, which, not- 
ably, is right on the other side of 
the river from Detroit. But once 
this situation was worked out, it 
then became more logical for the 
manufacturer to pay more atten- 
tion to distribution logic, and less 
to politics. 

Today, the cars we get are from 
several plants. I can get a truck 
from Oakville, I can get a Zephyr 
from Metuchen, I can buy a heavy- 
duty truck that will be built in 
Louisville, Kentucky, and I can get 
another car, a Mustang, being 
built in Dearborn. 

AE: So, today, a car will cost the 
same no matter where it's built? 

Brault: Well, no, but the price 
difference is getting closer and 
closer. The rest is taxes that I 
guess we have and you don't on the 
other side of the border. But the 
difference has been evened out. 

AE: What's the factory rela- 
tionship like here for the dealer? 


Do you deal with Ford of Canada 
directly, or do you have to deal 
with Ford U.S.? 

Brault: We deal with Ford 
Canada. And I believe the GM 
dealer likewise has to deal with 
GM Canada. The same with 
Chrysler. In our day-to-day busi- 
ness, we don't deal with the U.S. at 
all. We are appointed by the Cana- 
dian company, and we deal with 
them. Everything goes through 
the Canadian office. 

AE: As NADA's Joe Barry 
seemed to point out in his remarks 
to your Industry Relations people, 
sometimes dealers in the States 
seem to feel that they're on the 
outside, the step brothers, in 
effect, of the factories who don't 
want to hear their complaints. Do 
you get that same sensation up 
here even though the Canadian 
industry is so much smaller, or is 
your relationship somewhat clos- 
er? 

Brault: That's a loaded ques- 
tion. Within the context of our 
Canadian company's authority, 
our relationship with the manu- 
facturer is excellent. Dialog is no 
problem. But where I think the 
problem may come about is when 
the issue at hand is a vital one or 
something very, very important to 
Detroit. You have to assume that 
in that situation, the point has to 
be cleared by Detroit, because as 
I've been trying to say, when you 
get down to brass tacks, the head 
office is in Michigan. Sometimes, 
we may feel a little bit left out, a 
little bit frustrated, in having to 
say to ourselves, "Well, I cannot be 
difficult with a gentleman who is 
really trying his best, but really, 
does he or does he not have the au- 
thority in this instance?" Such 
musings do not solve the problem. 

In the case of Ford Motor Co., I 
think it treats its dealers reason- 
ably well, and maybe better than 
that. If it thinks a dealer perhaps 
should be cancelled, it is very fair 
in setting up what almost 
amounts to a court system, where 
it will ask a dealer to act on behalf 
of the dealer who is in danger of 
being terminated, and he is heard 
out. The company is pretty fair in 
that regard. 

As far as warranty claims are 
concerned, periodically, things are 
slow. But normally, the channel 
we have via the dealer council is 

(Continued on page 38) 
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Build floor traffic with the 
Oakleaf Traffic Builder Program 


Register name and address of 
shoppers for sales follow-up 


Check credit with the Oakleaf 
on-line credit bureau option 


Work a deal...cash sale, finance 
deal or lease deal 


Completely type contract and title 
paperwork 


Completely type lease agreement 
and other forms on a lease 
transaction 


Retain name and address and send 
follow-up personalized letters 


Inventory information at your 
fingertips 


...and much more 


¡much more than an F & | computer 


See a new Oakleaf MP-16 in ac- 
tion, and you'll know why so 
many dealers are going Oakleaf. 
Its at the cutting edge of com- 
puter technology, making every 
function cost-effective and profit 
producing. Faster, with in- 
creased memory (128K of mem- 
ory using 16K dynamic RAM) 
and the proven software Oakleaf 
has provided dealers for years. 
Complete support from trained 
Oakleaf personnel for sales, 
programming and maintenance. 
Oakleaf was made for dealers... 
now we've made it better. 


FOR A LIMITED TIME ONLY! 


During the introductory period of the 
new Oakleaf MP-16 Dealership Com- 
puter, we will give you a free clock pen 
if you have a demonstration at your 
dealership. You don't have to buy any- 

thing. It'S just our way of saying that we 

appreciate your time. " 


For the number of your local Oakleaf 
representative, call Barbara Jennings, 
National Marketing Department, (800) 
423-3681, or in California, (213) 989-5989 
collect. m — 
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Or send 
this coupon today. 
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potential profits in 


preventive 


any customers aren't 
M looking at cars just as 
“wheels” when they visit 
dealerships these days; they are 
looking at them as investments. In 
the eyes of these customers, the 
cost of purchasing and servicing 
an automobile has reached the 
point of a major purchase, and 
they want to do everything possi- 
ble to maintain their car's value 
and minimize future repair bills. 
Enter the service contract, a 
form of preventive medicine for 
cars that came into vogue during 
the '70s. Service contracts are a 
written agreement providing for a 
regular program of check-up and 
maintenance on new and used 
cars. Whether offered as supple- 


by Tim Dowling 


mental coverage on new cars or as 
protection on used ones, service 
contracts are becoming more and 
more popular, and enterprising 
dealers have found them to be a 
lucrative source of revenue. 

When service contracts are sold 
and administered properly, they 
can generate extra profits, boost 
business, and build customer loy- 
alty. An ill-advised and poorly run 
program, on the other hand, can 
reduce cash flow, damage cus- 
tomer relations and, in some cases, 
result in costly litigation. More 
than 250 firms are in the business 
of supplying service contracts on 
automobiles, and that number is 
growing every day. Before any 
dealer gets involved in a service 
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medicine 


contract program, he should ex- 
amine the wide variety of 
coverages, terms, financial struc- 
tures, and administrative 
arrangements that are available 
to choose the right program for his 
particular needs. 

Basically, there are three types 
of service contract programs: fac- 
tory-backed, ^ self-administered, 
and insurance-backed. Many deal- 
ers only offer service contracts pro- 
vided by one of the automakers. 
These plans are sold on both new 
and used cars, and coverage 
ranges from two years/24,000 
miles to five years/50,000 miles. All 
of the factory contracts cover the en- 
gine, transmission, and drive- 
train. And all but AMC and 
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How would you like to make more money on 
the money you make on your service contracts? 


A kt more. 
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Chrysler cover some of the steer- 
ing, front suspension, electrical, 
air conditioning, and brake com- 
ponents. 

Many dealers prefer these plans 
because of the support and promo- 
tion factories provide and the capi- 
talization they have at their dispo- 
sal to back up claims. Other deal- 
ers have started independent pro- 
grams, either exclusively or in tandem 
with factory plans, because of their 
profit potential and autonomy. 

A self-administered plan is one 
that is financed and managed by 
the dealership itself. Some dealers 
have in-house programs that are 
entirely self-sufficient. Other 
dealers hire consultants to provide 
point-of-purchase displays, em- 
ployee training, forms, record- 


keeping, and accounting services. 


These consultants usually charge 
from 7 to 10 percent of the suggest- 
ed retail price of each policy for 
their efforts. Regardless of the ar- 


- rangement, the dealer assumes all 


responsibility for the contracts in 
a self-administered program. 

In an insurance-backed pro- 
gram, a company other than the 
dealership or the factory supplies 
the contracts. This third party as- 
sumes responsibility for honoring 
all the terms of the service con- 
tracts and their attendant liabili- 
ties. Under this type of set-up, 
claims are paid by the company, 
not the dealer. The dealer acts 
solely as a middleman: For each 
policy he sells he receives a speci- 
fied commission. The third-party 
company actually runs the pro- 
gram and handles all the neces- 
sary paperwork, financing, and 
resolution of claims. 


The Implications of Magnuson- 
Moss 


Whenever dealers get involved 
in service contract programs, they 
must be careful to comply with 
state and federal regulations re- 
garding warranties. The most im- 
portant of these regulations is the 
Magnuson-Moss Warranty Act of 
1975, which requires suppliers of 
service contracts to specify on pa- 
per what repairs are covered, what 
repairs are not covered, what the 
customer’s responsibilities are, 
and how to go about getting re- 
pairs performed. Transfer, cancel- 
lation, and refund policies must al- 
so be spelled out in simple and 


readily understandable language. 
The act does not require written 
warranties to be offered; but if 
they are, they must conform to 
coverage and disclosure require- 
ments. 

Written warranties must be la- 
beled either “full” of “limited.” Of 
all the U.S. automakers, only 
American Motors offers a “full” 
warranty. Under the terms of the 
Magnuson-Moss Act, any manu- 
facturer or retailer who provides 
either a “full” warranty or a ser- 
vice contract within 90 days of the 
sale of a new or used car is respon- 
sible for all implied warranties. 
Suppliers of service contracts 
must look to state law to see in 
what cases implied warranties 
may be excluded or modified. 


“When dealers get 
involved with 
service contracts, 
they must be 
careful to comply 
with state and 
federal regula- 
tions.” 


Implied warranties concern the 
merchantability and fitness for 
use of products. Goods are con- 
sidered merchantable if they are 
fit for ordinary purposes, properly 
labeled, and of average quality. 
The Uniform Commercial Code, 
which is law in the District of Co- 
lumbia and every state except 
Louisiana, stipulates that an im- 
plied warranty is attached to the 
sale of every product unless specif- 
ically excluded in writing. The 
length of implied warranties var- 
ies from state to state, and can ex- 
tend as long as four years for major 
failures, such as a blown engine. 

Some manufacturers escape the 
liability of implied warranties by 
offering “limited” warranties. 
GM, Ford, and Chrysler all offer 
some form of a no-charge, 12- 
month/12,000-mile limited war- 
ranty with new car purchases. The 
use of the word “limited” enables 
these suppliers to limit the dura- 
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tion of implied warranties to the 
length ofthe contract. Twenty-five 
states have some sort of provision 
against the limitation of implied 
warranties, and seven states 
(Kansas, Maine, Maryland, Mis- 
sissippi, Massachusetts, Vermont, 
and West Virginia) prohibit any 
limitation. 

What does this mean for the 
dealer who is considering starting 
a service contract program? The 
complexity of state and federal 
regulations regarding warranties 
and service contracts demands 
that dealers have a clean under- 
standing of all risks and liabilities 
before launching a program. Deal- 
ers should seek legal counsel to 
protect against potential problems 
with consumers, lending institu- 
tions, the courts, and the federal 
government. 

The key factor determining a 
dealer's liability is whether or not 
he is the supplier of the program. 
Dealers selling manufacturers' or 
third-party contracts are safe from 
most liability regarding implied 
warranties because they are not 
the supplier. In these cases, the 
outside party is responsible for ap- 
proving and paying claims; the 
dealer's only responsibility is to 
perform designated repairs. 

The burden of liability does fall 
on the dealer who runs an in- 
house, self-administered program. 
Here the dealer is the supplier, 
even if he has contacted an outside 
firm to provide record-keeping and 
other services. Because of the 
large amount of capital and other 
resources needed to run self- 
administered programs, they are 
usually only offered by high-vol- 
ume dealers. 

But high volume shouldn’t be 
the only criteria. Before any deal- 
er starts an in-house program, it is 
important to know the financial 
responsibilities that are involved. 
A dealer should look at the rate of 
repair for the makes and models 
he sells to get an idea of how much 
money will be needed to run the 
program and to protect against be- 
ing caught short-handed. 


Ongoing Financial Responsibili- 
ties 


In-house programs also carry a 
certain amount of continuing lia- 
bility—an obiligation on contracts 
already sold. If a dealer starts sell- 
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ing five-year/50,000-mile con- 
tracts in June of 1977 and decides 
to terminate the program the fol- 
lowing June, this does not relieve 
him of responsibility for those poli- 
cies. Even though he is no longer 
offering the contracts (nor taking 
in revenue from their sale) he 
must honor all contracts already 
sold for the duration of the 
term—in this case, until June of 
1982. 


Dealers who are considering 
third-party contracts must also do 
their homework. Often dealers 
run into problems with small ser- 
vice companies that fail to keep 
adequate reserves. Even though 
dealers are usually not liable for 
fulfilling claims in the event of a 
third-party bankruptcy, they 
should do all they can to safeguard 
against legal action and customer 
complaints, nonetheless. Dealers 
should examine a company's fi- 
nancial structure to see if it has 
sufficient insurance or other fi- 
nancial reserves to back up poten- 
tial claims. Many service contract 
firms are either owned and operat- 
ed by a large insurance company 
or underwritten by one. If a com- 
pany doesn't carry insurance, 
make sure it has some type of es- 
crow account for emergency 
claims. 

Many insurance companies also 
offer a different type of service 
plan called “mechanical break- 
down insurance” to provide con- 
sumers with protection against 
auto failure. A variety of mechani- 
cal breakdown plans are offered, 
depending on the needs of the buy- 
er. As with other third-party ser- 
vice programs, dealers are given a 
commission for each policy they 
sell. 

In some states, mechanical 
breakdown plans may be regulat- 
ed as insurance and thus would 
not be subject to the requirements 
of the Magnuson-Moss Warranty 
Act. Like other insurance policies, 
mechanical breakdown plans may 
be cancelled and rates increased at 
the discretion of the provider. 

Service contracts and mechani- 
cal breakdown insurance plans 
are a profit center dealers cannot 
afford to overlook in the years 
ahead. A service program finely 
tailored to the needs of each indi- 
vidual dealer offers new opportun- 
ities to increase sales and consu- 
mer satisfaction. Æ 
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profits 


Let your 
climb 
> First American eagle 


with the 


Nobody needs to tell you the world of 
automobiles is changing. You're living with it 
every day. 

Ballooning inflation. Runaway prices. And 
interest rates chasing both. 

Your cost of doing business is up. Your floor 
traffic is down. Your cash flow is off Your profits 
have all but vanished. 

Is there a way of managing, and even 
prospering, in these gloomiest of times? 

The answer is yes. And over 2000 profitable 
dealerships nationwide have found it with the 
First American eagle. The strong and vital 
emblem of First American Warranty Corporation. 

Because the simple truth is, we're designing 
service contract programs today for the way 

oure selling cars. And for the way America is 
Es them. 
THE WAY YOUTRE SELLING. 


You're selling on smaller and smaller margins. 


So for you the eagle provides a minimum 40% of 
the suggested contract price. Cash. Upfront. More 
extra profit on every car you sell. And for volume 


dealers, monthly return on fully expired contracts. 


And investment income paid quarterly. 

You'll get fast reimbursement for all contract 
labor and parts at retail rates. Accelerated service 
department business. And an effective selling tool 
your competitors may be without. 


THE WAY THEY'RE BUYING. 

And ege customers? They're bie. for 
more value. And holding onto their cars longer. 
For them, the eagle has up to 5-year/65.000-mile 
extended service contracts on new vehicles and 
up to 2-year/24,000-mile coverage on used 
vehicles. 

A choice of basic, standard and preferred 
component coverage. 


Reimbursement for towing and rental car 
charges. 

And, in the end, the peace of mind of 
inexpensive protection from increasingly 
expensive repair costs. 

Nobody beats the eagle in serving you and 

our customers. Not GM. Not Ford. Not Chrysler. 
ot AMC. And no independent we know of. 


THE WAY WE'RE DOING BUSINESS. 

The fact is, of all the service contract 
companies in business today, we were the first to 
provide contractual liability insurance as backing 
to extended warranties. 

We were the first to underwrite with A+ 
Excellent rated insurance companies, as we do 
today, and we've been recognized for the strength, 
quality and ince of our product and service 
longer than anybody. 

If you're not satisfied that your current 
program is working hard enough for you and your 
customers, call John Mohler, our national sales 
vice president, at 800-821-5546 (in Missouri 
816-531-7668). 

Or write him at First American Warranty 
Corporation, 3100 Broadway, Kansas City, 
Missouri 64111. 

He'll be glad to provide you a factual analysis 
of your present program compared to ours. 

In all truth, in a day when there's more profit 
to be made from a suit of clothes than from many 
a $10,000 automobile, 
you need all 
of the eagle 
you can get. 


Reprinted from the May, 1981 issue of Enterprise Magazine with permission of the publisher. 


ost of the prescriptions for 

curing our current eco- 

nomic ills will take years to work 
out. But there is one measure that 
we can apply immediately. We can 
resolve, today, to make better use 
of the most valuable resource we 
have—our human resource. As al- 
ways, the final answer is people 
‘—what they are able to contribute, 
what they want to contribute, and 


what they are allowed to contrib- 
ute. 

Jackson Grayson, a leading ana- 
lyst of productivity, has said that 
our greatest gains in productivity 
will not come through capital in- 
vestments, but by making better 
use of information technology and 
developing new ways of working 
with employees. He says that 
when managers comment that 
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that sounds too soft, he tells them 
to look at the way Japanese man- 
agers behave toward employees 
—then look at their productivity 
figures. We already know some- 
thing about the employee relation- 
ships that have helped the Japa- 
nese excel. But we need to learn a 
great deal more and apply the les- 
sons more vigorously. The learn- 


(Continued on page 34) 


e've come half way 
through 1981 and, 
from where I sit, it 
appears the truck industry is 
still firmly entrenched in a 
market slump. The industry 
people and dealers I talk to 
agree sales will continue to be 
slow for the remainder of 1981. 

In looking over various fore- 
casts I’ve received, a few 
caught my attention. One, a 
Department of Commerce re- 
port, stated trucks would finish 


“The government's 
forecast neglects to 
say how many of us 
will still be in 
business in 1985." 


MEM RIA e RIADA 
the year just slightly ahead of 
1980 levels while trailers 
would show a 12 percent in- 
crease. These government fore- 
casters covered themselves by 
saying 1985 would be a peak 
year, with sales of trailers at a 
224,000 level and trucks over 
10,000 GVW at a 550,000 level. 

The only problem with this 
forecast is it neglects to say 
how many of us will still be in 
business in 1985. I have to 
wonder if the nation's truck 
dealers can survive if the hos- 
tile economic condiitions, which 
the government is primarily 
responsible for creating, con- 
tinue. Four years is a long time 
to wait! 

Fortune magazine recently 
corroborated the dismal news 


Pat Close 


that confronts us with an arti- 
cle on what industries did best 
and worst in 1980. Motor vehi- 
cles showed a dramatic de- 
crease in sales, profits, and re- 
turn to investors. Two truck 
manufacturers—White and In- 
ternational Harvester—ap- 
peared among the "five worst 
firms" listed in several catego- 
ries. 

At least these companies ap- 
parently are not dying on the 
vine. Already in 1981, we have 
seen Volvo offer to purchase 
White, and International Har- 
vester scramble to restructure 
its debt. Industry sources ap- 
pear confident that both com- 
panies will make it in 1981 and 
the rest of the decade. 

At the recent ATD conven- 
tion in Reno, Wall Street econo- 
mist Gary Shilling told dealers 
not to expect 1981 to be any- 
thing but a fair year. I've heard 
similiar messages given to the 
trailer and body equipment 
people, and they're not wrong: 
recent conversations I have 
had with dealers bear that out 
for the first half of 1981. Truck 
sales from January through 
March were extremely slow. 
April began to pick up and car- 


ried over into May, right up un- 
til interest rates began to rise. 
Now June looks pretty flat 
—truck sales are down 8 per- 
cent from 1980. 

I would have to say the re- 
mainder of 1981 will be much of 
the same. The big "ifs" are the 
economy and the federal go- 
vernment. Until we get both of 
them back on track, business 
will remain slow. 

What does this mean for 
dealers? I would use the word 


"Cash management, 
inventory restraint, 
and monitoring of 
the market are going 
to be important." 


“caution.” Cash management, 
inventory restraint, and con- 
stant monitoring of the market 
are going to be as important as 
ever. There has been talk of 
“pent-up demand,” but finan- 
cing is still a problem. For 
truck dealers, 1981 is not going 
to be a good year—just fair. 
Truck dealers will have to 
keep doing the things that 
enabled them to survive 1980. 
Watch the balance sheet, hus- 
tle on sales, and keep after the 
parts and service business. Re- 
lief is on the way, but don’t ex- 
pect the troops to arrive “en 
masse” until next year. We’re 
half way through 1981. If we 
can weather this storm, 1982 
may be a blockbuster for all of 
us. Æ 


This column is prepared exclusively for automotive executive by Patrick R. Close, director of NADA's American Truck Dealers Division. All inquiries should be addressed to: Pat 
Close, director of ATD, 8400 Westpark Dr., McLean, VA 22102. 
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PEOPLE from page 32 

ing process starts with the recog- 
nition of some basic truths about 
people, how they feel, and what 
makes them want to contribute. 

Today's employees want more 
than good pay and benefits. Fair 
and adequate compensation, for 
them, is a must, but also just a bas- 
ic expectation. Most did not expe- 
rience the Depression of the 1930s; 
they grew up in a climate in which 
adequate income is the norm—a 
“given.” If pay is inadequate or in- 
equitable, it can be a demotivator. 
But, above that level, pay itself is 
not motivation. 

Employees today have an 
acute sense of their own worth as 
individuals. Most of them were 
growing up and maturing in the 
'60s and ’70s, the period when the 
individual was rediscovered. The 
slogan of those years was, “Do 
your own thing.” Mid-life career 
changes became more common 
and women took up careers as a 
route to self-fulfillment. For the 
last 20 years, society has empha- 
sized that individual wants and 
needs are the absolute measuring 
stick. And employees insist that a 
good business deal must be a good 
deal for both the employee and the 
company. 

Well, then, what is a good deal? 
What do employees want today? 
What turns them on? How do you 
motivate the workers of the '80s? 

First of all, motivating this so- 
phisticated and well-educated 
work force demands the recogni- 
tion by management that employ- 
ees are intelligent, dignified, and 
responsible. They are able to con- 
tribute and they want to contrib- 
ute. On the job, they are looking 
for self-fulfillment—the realiza- 
tion that they are making a real 
difference, that their best talents 
are being used, and that they can 
leave work at the end of the day 
with the good feeling that they ac- 
complished something worth- 
while. These values are the ingre- 
dients of self-esteem, which we 
will do almost anything to 
achieve. 

The need for self-esteem means 
that smart managers today don’t 
have to motivate people; all they, 
have to do is create the working 
conditions and climate that will 
permit people to motivate them- 
selves. 

To create a productive climate 


at Honeywell, I started a commun- 
ications program we call “The 
Winning Edge.” The program, 
now in its third year, lets Honey- 
well people all over the world 
know that they are our winning 
edge. If you ask most of our people, 
they'll tell you that it is an employ- 
ee motivation program. But in a 
real sense, it's a management mo- 
tivation program. Its real purpose 
is to motivate managers to meet 
with people of their organization 
at every level, to talk with them, to 
get to know them. Probably the 
most important thing the program 
is doing is getting top division 
management down into the facto- 
ry to meet the people who wire the 
circuits, run machines, and sweep 
the floor. And if the program didn’t 
accomplish one more thing than 
that, it would still be worth many 
times its cost. 

The program is not designed to 
communicate to employees all 
kinds of management guff about 
themselves, or the company, or pie 
in the sky. What the program does 
commmunicate is plain truths. It 
says: Each employee is doing an 
important job. Every employee 
can help make his department suc- 
cessful by doing his job smarter. 
Each one of us can make a real dif- 
ference. If we work together, we 
accomplish more. Managers need 
and appreciate all the help that 
each employee can offer. Good 
ideas can come from anyone. And, 
if we work smarter and if we’re 
successful, our jobs are more fun 
for each of us. 

There’s nothing fanciful or arti- 
ficial about these statements. 
They are simple facts. But they’re 
not stated often enough. We must 
remind employees of these truths 
and then back them up with ac- 
tions. Let me give you a checklist 
of the actions I think are most im- 
portant: 


1. Generate realistic, challeng- 
ing, and interesting assignments; 


2. Involve subordinates in mak- 
ing decisions that affect their 
work; 


3. Tell people the reasons they 
are asked to do particular tasks or 
follow certain procedures; 


4. Exchange ideas with employ- 
ees at every level; 


5. Help employees develop pro- 
fessionally and personally; 
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6. Let every employee know ex- 
actly what is expected of him or 
her on every job; and 

7. Provide the proper feedback 
on job performance. 


Perhaps most important of all, 
give people information—facts 
and figures on how the depart- 
ment and the division are doing, 
how well the products are selling, 
whether production is up or down, 
how costs are running. 

Sharing information does two 
things. First, it tells people what 
they need to know to make good 
decisions about their work. And, 
second, it lets them know they are 
respected members of the team. It 
sounds easy to do, but it isn’t. 
Many managers seem to feel that 
sharing information means shar- 
ing power. It doesn’t. It makes ev- 
eryone a smarter contributor. 

Management has to look at peo- 
ple in a new way. Most workers are 
capable of contributing much 
more thought toward improving 
production efficiencies than they 
normally do. And most ofthem are 
eager to make a contribution. But 
they are seldom told that their 
production efficiencies than they 
ognize that a production problem 
is first of all the employee's prob- 
lem. If something isn't going right 
on his job, it’s his responsibility to 
find an answer. He will not consid- 
er that a burden—in fact, if that 
responsiblity is not regarded as 
part of the job, it demeans the 
work and the worker. On the other 
hand, if the employee owns the 
problem, he also owns the solu- 
tion. He feels the self-esteem that 
comes from working out his own 
answers and from increasing his 
personal participation. 

These are the kinds of actions 
that American management will 
have to take, as I see it, if we are 
going to regain our ascendancy in 
the world economy. I’ve talked 
about them in simple terms, but 
they are not simple to perform. 
They require long-term, deep- 
seated changes in the way we deal 
with people. We're not talking just 
about changing behavior, but atti- 
tudes and personalities, too. It’s 
not simply a matter of new tech- 
niques; it’s a matter of new philos- 
ophies. 

It’s up to all of us to see that our 
people get the quality leadership 
that they deserve. We owe it to 
them and to our industries. Æ 
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n May 18, NADA President Wendell 

Miller testified before the Senate Bank- 

ing Committee on three issues of con- 
cern to franchised dealers: (1) state usury limits, (2) 
the FTC Holder in Due Course Rule, and (3) the pro- 
posed FTC Credit Practices Rule. 

Miller noted that while the reasons for the decline 
in the automobile industry are multifaceted, one 
clear contributing factor over the past two years has 
been high interest rates. “An off-shoot of the high in- 
terest rate problem, and a circumstance that exacer- 
bates this problem, is the adverse impact that state 
usury laws have played in the decline of automobile 
and truck sales,” Miller said. 

“During times of high interest, financial institu- 
tions which are restricted by state usury ceilings 
either reduce significantly or stop altogether the fi- 
nancing of high-ticket consumer items such as auto- 
mobiles,” he continued. 

Miller brought to the Committee’s attention 
NADA statistics which indicate that approximately 
30 percent of all consumer retail finance contracts 
are being turned down by financial institutions. In 
many cases, the inability of a bank to charge the go- 
ing rate—not the credit worthiness of an individual 
—has resulted in a refusal to extend credit. 

Concluding his remarks on usury, Miller urged the 
Congress to preempt state usury ceilings for con- 
sumer credit. He noted that Congressman John La- 
Falce (D-New York) has already introduced legisla- 
tion in the House which would accomplish this 
goal—H.R. 2501—and he said that NADA supports 
the concepts embodied in the LaFalce bill. 

With respect to the Holder in Due Course Rule, 
which went into effect May 14, 1976, Miller told the 
Committee, “Franchised dealers and other sellers of 
consumer goods have been placed in the anomalous 
and inequitable position of being legally responsible 
to insure that a requisite consumer notice is set forth 
in every direct-purchase money consumer 
loan... the practical effect of the Holder in Due 
Course Rule has been to impose legal responsibility on 


Miller Testifies 


sellers for creditor conduct, often beyond the know- 
ledge of sellers and certainly beyond their control.” 

Miller requested the Committee take whatever ac- 
tion may be possible to urge the FTC and the Federal 
Reserve Board to rectify this situation as soon as pos- 
sible. 

The final issue presented by Miller to the Commit- 
tee for consideration involved the FTC's proposed 
Credit Practices Rule. On this issue, Miller stated 
that if the rule is adopted in its present form, it “will 
severely limit the ability of creditors to adequately 
and expeditiously enforce their rights under credit 
instruments. .. .Creditors will seek to minimize 
losses by raising the standards for borrowing, there- 
by limiting availability and increasing the cost of 
credit.” 

Miller concluded his remarks by stating that “re- 
stricted availability and increased cost of credit will 
adversely impact sales in an already stagnant auto- 
motive industry.” 
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The 10 percent Federal Excise Tax levied against 
trucks, and the 8 percent tax on truck parts, has for 
many years been an area of financial concern to the 
small business heavy-duty truck dealers of this na- 
tion. In an effort to provide immediate assistance to 
the dealer, NADA is seeking help through legislative 
action. After meetings with NADA and ATD repre- 
sentatives, two members of Congress were concerned 
enough about the problem to sponsor bills in the two 
Houses of Congress. Congressman J. J. Pickle (D- 
Texas) introduced H.R. 2936 on March 31, and Sena- 
tor John Heinz (R-Pa.) introduced the companion bill, 
S. 1320 on June 2. Congressman Pickle’s bill has been 
referred to the House Ways and Means Committee, 
and Senator Heinz’ bill to the Senate Finance Com- 
mittee where they await action. 

Briefly, the bills are not designed to repeal the 
FET, but rather to change the point of collection of 


(Continued on page 45) 


This is one ofa series of monthly columns dealing with legislative issues of concern to franchised new car and truck dealers. It is intended to provide a brief summary of those actions either 


already taken by the Congress or currently pending which will impact on your business. 
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Bubba Oustalet, owner of Bubba Oustalet Ford, Jennings, Louisiana, says, 


“Why sell E.S.P.2" 


"AS 
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“If you control his service, you _ 
control the customer's signature in 
the buyer's office. It's a three-way 
relationship between the salesman, 
the mechanic, and the customer. 
e 


* 
E 


“The Parts and Service 
Department sells cars, too. 
And in the future, it's going to 
account for 50% of all cars sold. We 
think the way our Parts and Service 
Department handles customers is 
responsible for 30% of our sales 
right now. And it's the Extended 
Service Plan that brings the 
customers right back to our Service 
Department,” 


ur “E.S.P. increases profits 
considerably. It creates a 
strong bond between the 
customer and the dealership.’ 
So says Terry Navarre, Finance 
and Insurance Manager at Bubba 
Oustalet Ford. “If a customer has an 
$1800 engine job, and all he has to 
pay is $25, he tends to lean toward 
that dealership." And how does 
Terry sell E.S.P.? “First, I establish 
good rapport with the customer. 
Then I qualify him as to whether he 
needs 36,000- or 50,000-mile 
coverage. Then I sell him the plan.” 


"Seeing the people coming in 
every day, getting those repairs 
done, reinforces your commit- 
ment and your ability to sell.” 


That's how Rick Oustalet, General 
Sales Manager, accounts for total 
commitment to E.S.P. at Bubba 
Oustalet Ford. He goes on to 
describe how the plan was 
implemented: “First, I learned the 
program myself, forwards and 
backwards. Then I held meetings 
with the salesmen, the mechanics, 
everyone. I explained to them my 
personal commitment and Ford 
Motor Company’s commitment. I 
showed how E.S.P. relates directly 
to them by building income through 
immediate incentives plus E.S.P. 
work added to our Service 
Department. But it’s when the 
customers start hitting that shop 
door that you really start getting 
results. Then you get believability. 


“Our penetration is running about 
70% on new cars, 90% on used. 
When our employees buy a car, they 
buy the Extended Service Plan. Even 
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“Because the Dealer who 
provides today's service 
writes tomorrow's sale.” 


though they can repair anything 

on a car, they still buy E.S.P. because 
they know they are protected.” 
Familiarity with E.S.P. leads to 
commitment, and commitment leads 
to higher penetration, more service 
work, and repeat customers. Ford's 
Extended Service Plan. Make it an 
important part of your business 
picture, too. 
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BRAULT from page 23 


good on that, and action is taken. 
Overall, there are not that many 
problems. I think the dealers are 
treated well, taking into 
consideration the fact that we are 
going to try and get as much as we 
can at all times. 


AE: It's been charged in the 
U.S. that there are really two mar- 
kets: a U.S. market and a Califor- 
nia market. It's also been charged 
that the U.S. manufacturers have 
missed the boat with respect to 
California, and hence, a heavy im- 
port penetration in that state. Is 
there a problem like that up here? 
For instance, you're from Quebec; 
is there a marked difference in 
taste in cars between Quebecers 
and Canadians in some of the 
other provinces? 

Brault: Well, the people of 
Quebec were, as was the case in so 
many other regions, lovers of big 
cars. I think it would be a fair 
statement to say that we were 
probably the last ones to really 
jump on the wagon with respect to 
the Japanese car. Less than two 
years ago, we were selling big cars 
like hot cakes, and now it has re- 
versed. It's unbelievable that it 
has turned so completely. We in 
the industry are tending to blame 
ourselves for a lack of vision, but 
as a businessman, it's kind of diffi- 
cult when you're selling those cars 
like hot cakes to decide that you’re 
going to stop producing them and 
start selling small cars. I think 
there are a lot of people to be 
blamed if there must be some 
blame. I hope it's not a naive state- 
ment, but ever since we discovered 
oil, scientists knew that this was 
un unrenewable source. What has 
the government done in that re- 
gard? All of a sudden, we have a 
big crisis, and everything is upside 
down. I have respect for the 
Japanese, but they have always 
produced small cars so, up to a 
point, there's a case of lucky tim- 
ing, and not extraordinary fore- 
sight and engineering. 

AE: Do you think the Canadian 
worker is essentially different 
than the U.S. worker? We keep 
hearing in the United States that 
people in our country just don't 
want to achieve like they used to— 
the sense of pride, supposedly, is 
not what it was. Also, the unions 
are in the automobile business 
even in the retail level now, for 


“We have neglected 
the aftermarket .” 


better and maybe for worse, and, 
especially in the service area, a 
dealer has to pay big bucks to get 
anybody who’s competent. Is there 
a situation like that here in Cana- 
da, or is it at least a little more rem- 
iniscent of the Japanese situa- 
tion where a worker identifies so 
totally with his company? 
Brault: I think the problem that 
you live with in the States is prob- 
ably worse here. My perception of 
the American worker would be ex- 
emplified by a guy who says to an 
employer, “I want to make $1,000 
a week,” and if the employer says, 
“Yes,” the worker says, “Fine, you 
just hired yourself an employee.” 
Here in Canada, my feeling is 
the man would say, “I would like 
$1,000 a week. However, I will not 
work more than 33 hours, I want 
two cars, and I want a one month 
holiday.” Now, maybe I’m ex- 
aggerating, but I think there is 
that difference. I’m not a psychol- 
ogist, but it seems that for many 
people, there are other things they 
find more important than making 
a buck. Are they pushing that to 
the extreme today? Maybe. But 
the mighty dollar does not seem to 
be the lure for the Canadian work- 
er that it seems to be for his Amer- 
ican counterpart. 
AE: You mean he really goes af- 
ter the comforts and fringes? 
Brault: He wants his long 
weekend, he wants to go fishing. 
Not that the American doesn’t 
want it too. But the Canadian is 
maybe a little bit more socially in- 
clined, lured more by recreation. 
He’s liable to say, “Why produce 
one more car today? I can go 
fishing today, it’s a lovely day, and 
really, things are good.” 


Is our productivity lower? 
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Maybe. Mind you, it’s been said 
that the productivity of the Cana- 
dian worker is very good, except 
that the equipment that we have 
is not as modernized as that in the 
States. I don’t know. I’ve heard 
government people say that quite 
often. But were they just placating 
the public? I couldn’t say. 

Our government for many years 
has said that we must share the 
wealth, and they have emphasized 
that every Canadian citizen is en- 
titled. Just maybe, they—and the 
general attitude of the country— 
have gone too far. 

AE: What would you say is the 
prevalent pay system in the back 
shop in Canada? 

Brault: It would seem that as 
far as the body work is concerned, 
its flat rate, probably almost 
everywhere in the country. With 
respect to the rest of the service de- 
partment, it’s probably 50/50 flat 
rate and by the hour. There may 
be more hourly paid than flat rate. 

AE: Assuming your dealership 
is a fairly typical Canadian deal- 
ership, tell me about your opera- 
tion with respect to how you work 
day-to-day with your people. What 
kind of set-up do you have, and 
how do you interact with them? 

Brault: Well, I would say I have 
a very conservative way of doing 
things, with perhaps a difference. 
My father was a grocer, with a 
small store in the corner of a poor 
area of Montreal. I remember the 
times were very hard, and I was 
very young, and all of us were 
working our heads off six days and 
nights a week for a pittance. We 
were living on the second floor of 
the store, and my mother, for ex- 
ample, would use an old gas line 
that was disconnected in the wall 
as a telephone, and we could talk 
downstairs. 


My mother would call my father 
up at one in the morning and say, 
“Aren’t you coming to bed?” He’d 
say, “Well, I’m just now washing 
the floor.” My mother then would 
say, “Well, you have employees to 
do that.” And he would invariably 
say, “It’s not their store; it’s mine.” 

That has always stayed with 
me. I think I have been very for- 
tunate and blessed to have a fine 
staff, and I have several reasons to 
say that. I’ve always tried to work 
very much as a team, feeling basi- 
cally that if you hire somebody, it’s 
for the gray matter that he has. 


de 


Therefore, let him be happy; let 
him give you what he has. 
Whether he writes with the left 
hand or the right hand is really no 
concern of yours. 

Conversely, I will never go out 
with my staff except on specific 
occasions. I might have lunch, for 
example, with the whole parts de- 
partment, to give me a chance to 
talk to them. As much as I see 
them on a daily basis, they have 
said to me, “We have had no 
chance to talk; we would like to 
have you to ourselves for two hours.” 

To me, they have been the 
greatest educator. If I have suc- 
ceeded, Ithink it's thanks to them. 
It's like children: they can show 
you an awful lot of things. 

The reason I say, though, that I 
don't make a habit of going out 
with my people is, I believe every- 
body has a private life. We spend 
more time in the dealership than 
we do at home. So I figure that 
once we've done that, everybody is 
entitled to do his own thing. It's 
not a matter of being a snob or 
anything. On the contrary. But it's 
one rule I've always held. I will 
never go out with the staff, gener- 
ally speaking, except for some- 
thing like a big party at Christ- 
mas—that's fine—or a golf game. 
But otherwise, we don't. 

AE: Does that rule have any- 
thing to do with a feeling that you 
have to keep the image as the boss 
and they have to remember that? 


Brault: No, it's just really that 
if you and I, for example, are work- 
ing on a daily basis, five days a 
week, we may appreciate one 
another, but we have another life 
too. My people have no quarrel 
with that, and they agree. We say 
jokingly, you know, “I’ve seen 
your face there for five days and 
surely, there’s something else you 
would like to do over the 
weekend.” 

It’s not a matter of being afraid 
to lose “my image,” because to me, 
that’s no problem—I will shovel 
snow. As a matter of fact, some 
years back, I had an old tractor, I 
was kind of poor, I was just start- 
ing, and I often used it myself for 
cleaning the yard. I couldn’t afford 
to go to Florida or anything, and I 
had found that this was a way I 
could isolate myself from the tur- 
moil for an hour or two. It didn’t 
take a PhD to shovel snow, and it 
gave me a chance to relax, think 


“I believe you must 
live your business.” 


out the problems, and take a little 
bit of fresh air. 

Of course, one day, the vice pres- 
ident of Ford walked in, and of 
course he wanted to talk to the 
president of the dealership. One of 
my people pointed right at me and 
said, “The boss is over there on the 
machine.” I had my old jeans and 
old shoes on, and I had to see him 
that way. I could just imagine him 
saying to himself, "So this is our 
dealer. Instead of running a deal- 
ership, he's playing around with 
his tractor." 

.This vice president was in 
charge of parts, so I invited him to 
see our department, and it just so 
happens I had, as I have today, 
probably the finest people on earth 
working there. It was, and really 
is, a success. In those early days, 
the place was not nice, but it was 
immaculate. This vice president 
seemed to be pleased at that, and 
when I got my statement out and I 
presented it to him, he was ex- 
tremely impressed. That's when I 
took the opportunity to ask him 
what I felt I had to. "Can 1,” I said, 
"go out and play now with my trac- 
tor?" 

I try, in other words, to be hu- 
man, and I think I have a very 
good relationship with my staff. I 
have tried, and I think I have suc- 
ceeded, to convince them to never 
be afraid of me, because if it gets 
that way, then they become para- 
keets. I tell them, "If you can't 
stand up to me, then you shouldn't 
work here, because you're too ex- 
pensive. I can buy a bird for $50 
that says, ‘Yes, sir,’ all day long. 
But this is not what I want.” 

So, we don’t have many official 
meetings. It’s not a big outfit. We 
used to consist of 60 people, and 


now it’s 53. We’ve tried to cut ex- 
penses. The meetings are mostly 
on a casual basis, where a manag- 
er walks in about 5:00 or I walk 
into his office, and we start discuss- 
ing a few odd things. We try to 
have an official meeting once or 
twice a month, but sometimes, it’s 
kind of difficult to do. 

What I’m trying to say is, Pd 
hate to say it’s a family affair, be- 
cause that sounds too paternalis- 
tic, and that’s not the case any- 
way. I like to pay people what 
they’re worth, and I think I do it to 
the best of my capability. But we 
do have a very open relationship. 

AE: Your business, when you 
started, was a very small one. 

Brault: When I opened up, I 
started from scratch. I have had 
that pleasure. In 1963 when I 
opened, there was absolutely noth- 
ing. As a matter of fact, it was a 
swamp. So I had the pleasure to 
say, “Yeah. We started from the 
ground up.” 

AE: What do you think has been 
the key to your growth and suc- 
cess? 

Brault: I would be hard-put, 
honestly, to tell you. I’ve always 
been a believer that you must live 
your business. To me, my business 
is a great part of myself. It’s got to 
be a part of you. Whatever it is, it 
becomes a second nature. And I 
think probably that permeates 
through the staff. If you’re never 
there, if you’re always in Florida, I 
wonder why the staff should be 
that keen on working. So, one 
could answer your question by 
saying the other thing: “We work 
hard, and we didn’t spend any 
money.” I guess everybody says 
the same thing. But really, if you 
live your profession, how could 
you not succeed? It’s part of you. 

AE: Is there any particular part 
of the business that you pay par- 
ticular attention to, or are you the 
general overseer? 


Brault: I am, of course, the over- 
all manager, but I have a weak 
spot for the parts department. 
That was the department, when I 
started, that made the first 
transaction, and it’s so vivid in my 
mind that in the first month, Octo- 
ber, 63, we sold $484 worth of 
parts—that was wholesale, retail, 
warranty, body, paint, you name 
it. Now, 18 years later, we do $2.2 
million a year in parts. That’s 
$160,000-$180,000 a month, and 
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sometimes we exceed that. 

I have developed a very close 
working relationship with those 
people in that department who 
have helped me. I have an abso- 
lutely fine manager. I used to walk 
in there and say, “Can you im- 
agine, boys, selling $5,000 a 
month someday?” And they would 
say, “Oh, boss, you're never hap- 
py,” but they really wanted to suc- 
ceed, and they worked. In fact, the 
occasional lunches we have with 
the staff now started with this 
group. As business improved, we 
started changing restaurants. We 
went from McDonalds to what is 
probably the best and most expen- 
sive restaurant in Montreal. 
When I bring our people, includ- 
ing the drivers and everybody, the 
bill is steep, but it's opened up a 
great deal ofcommunication. And, 
to me, it's part of having fun in 
what you're doing and liking it. 

AE: Prior to’63, you were in the 
rental business, right? 

Brault: Yes. Originally, I 
started my career with the Ford 
Motor Co. as a service clerk in 
1953. I stayed through '58, and 
then I left and started a leasing 
company, and then, later, my own 
dealership. 

AE: When you started with 
Ford as a clerk, did you have it in 
mind that you wanted to get in 
this business and do what you’re 
doing now? 

Brault: Yes, I’ve always loved 
the car business, and I’ve always 
loved cars. But, it was by coinci- 
dence that I got into Ford Motor 
Co. The first job I got after school, 
strange as it may seem, was witha 
surgical company. My boss was a 
Ford fan, and always drove Fords. 
But, every car he had, he said, 
would always pull to the right. I 
would take the cars to the deal- 
erships, and because of my boss’ 
persistence, I was back again and 
again to find the cars’ problems, 
and I eventually met the local rep. 
Finally, he asked me if Pd like to 
join the company. I thought about 
it and I eventually did join Ford. 

AE: Have there been any specif- 
ic changes in the way you’ve done 
business since the beginning or in 
the way the customers relate to 
you? 

Brault: | remember that when I 
started, you went to see a custom- 
er, you sat down in the kitchen 
with him, ’cause I started in the 


country, and when you had a 
handshake, you had a deal. It was 
settled. Or, if he told you he would 
be in Tuesday night, for instance, 
he would be there. Things were 
done on the up and up. There was 
no problem. If he were short $100, 
he would be sure to get it back to 
you. If you made a mistake, you 
corrected it, no problem. It was 
very pleasant, very casual. 

But then the consumer protec- 
tion laws came to be. I don’t dis- 
agree with them in principle, be- 
cause I’m sure there was some 
abuse. But the spirit of the laws, 
our legislators tell us, was to build 
better relations between business 
and the public, and I find the con- 
trary has been the case. Your 
kindness, now, can kill you. You 
don’t take any chances. You don’t 
do any favors unless you’re abso- 
lutely clear about the repercus- 
sions of what you’re doing, and 
also absolutely certain about who 
you're dealing with. 

If I sign a deal at my customer's 
place, at least in the province of 
Quebec, that customer can give 
the car back to me in 10 days, 
and he can do all sorts of things to 
me. The deal has got to be signed 
in my showroom. He can even can- 
cel the contract in the event 
there's a blank spot in the contract 
and I forget to put a mark across it. 
You become very wary in dealing 
unless you've known the person 
for years. Sometimes you would 
love to do something for a custom- 
er, but you say no, because you 
don't know if it's going to come 
back at you. You might want to 
say, "Here. Take my car tonight," 
but you don't, because you may be 
sued the following day because the 
guy blew a tire. 

That situation, and the union 
situation that has hit some dealers 
make the climate a little bit 
tougher. And it has dug a little bit 
of a trench between the employees 
or the customer and the dealer, be- 
cause now, in a way, you dont 
really know who you're dealing 
with. 

AE: Is part of the problem just 
that there are more people now, 
more transient people, and conse- 
quently, more "strangers" to deal 
with? 

Brault: Possibly that's valid to 
a point, but it's an attitude. I can 
only speak for Quebec, because if 
you go to Saskatchewan, it's even 
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worse: They're probably the two 
provinces that are most socialistic 
in their approach, most inclined to 
consumer protection of all kinds. 
For example: My salesman could 
be mad at me and sign a contract 
on a Lincoln for $5,000, which is, 
of course, ridiculous, and I would 
have to deliver. Consequently, we 
have tried to remove the sales- 
man's signature from our con- 
tract. One of our dealers in Quebec 
was sued by a guy who took deliv- 
ery ofa car, drove it for 11 months, 
6 days, and 23 hours, and then 
sent a registered letter to the deal- 
er asking for his money back be- 
cause he could not maintain the 
car in good condition because he 
was given an English language 
owner manual. The car owner lost, 
people are not stupid. But, we had 
to go to court, and these things cost 
money. 

The government says, "Well, if 
you're an honest dealer, the law 
shouldn't worry you. But dont 
forget that when new law comes of 
age, a lot of people try it out. You 
have people that are not always 
honorable, and you're stuck with 
them, so you're afraid. The prob- 
lem is not that more people are 
transient. It's the mentality to- 
day—the socialistic approach that 
we're the big bad wolf, we're mak- 
ing too much money, and all that. I 
think this is the change. 

AE: Are you guided, as a busi- 
nessman, more by local and re- 
gional laws than you are by feder- 
al law? 

Brault: There is no doubt that 
in our daily operation we are gov- 
erned by the provincial law. The 
customer contract and licensing, 
of course, is governed by provin- 
cial law. Now, things such as laws 
for weights and measures—that's 
federal. So we're governed by the 
two sides. But with respect to the 
daily business, what we have to 
deal with is the provincial law as 
dealers. 

AE: In other words, what we in 
the U.S. would call a state has a lot 
of power over your business deal- 
ings? 

Brault: Yes, definitely. The 
consumer protection law that 
affects me is provincial. The sales 
tax—which ranges from eight to 
ten percent—that has nothing to 
do with Mr. Trudeau; it's provin- 
cial. The excise tax—that's built 

(Continued on page 57) 
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REC VEE REPORT 


O ne of the biggest stum- 
bling blocks hindering 
the growth of the RV industry is 
the reluctance of many dealers to 
take trade-ins. Even though the 
majority of new model sales come 
from repeat buyers, many dealers 
turn away trade-ins and encour- 
age prospective buyers to sell their 
units on their own. Because of this 
kind of thinking, at least 65 to 70 
percent of all used recreational 
vehicles are traded from private 
party to private party. Interesting, 
isn’t it, that these RV’ers usually 
have little difficulty selling their 
units? 

One of the few positive side ef- 
fects of the inflation spiral has 
been the increase in value of just 
about every recreational vehicle 
on the road. A good number of the 
folks who bought their recre- 
ational vehicles purely for plea- 
sure now find they have a respec- 
table amount of equity built into 
their units. These RV’ers are look- 
ing for a fair price when they de- 
cide to sell their units, and are 
looking to make the sale as pain- 
lessly as possible. Instead of kick- 
ing a potential buyer out the door, 
dealers should be offering to take 
the customer's vehicle off his 
hands—the first (and maybe most 
critical) step toward the sale of a 
new unit. 

The successful dealer of the '80s 
will be advertising the fact that 
not only does he take trade-ins, he 


Trade-ins 


deals that cannot be refused. If you 
can convince a prospect his origi- 
nal decision to buy an RV was a 
wise one by giving a fair price in 
trade, you're well on your way to 
consummating the sale of a new 
vehicle. If, on the other hand, you 
discourage or refuse a trade, how 
confident will the customer feel 
about buying another unit? Not 
very. 

The new buzz word among sales- 
people today is "creative." Real 
estate agents use "creative financ- 
ing" to close sales. Automobile 
dealers offer factory rebates in 
order to “create” deals. And now 
RV dealers have their own crea- 
tive tool to help boost retail 
sales—the trade-in. The prospective 
buyer wants to buy. Don't disap- 
point him by refusing,to trade. 
Create a reason for him to buy. 


AA 


For more years than Id like to 
remember, I’ve been preaching the 
dangers of selling a large volume 
of vehicles at low profit. During 
the RV boom years, when dealer- 
ships suddenly sprouted up on ev- 
ery corner, the dangers of this 
practice were hidden behind the 
smoke screen of high sales. Deal- 
ers were moving such a large vo- 
lume of vehicles that gross profit 
per unit didn’t seem to matter. 

When the smoke cleared, how- 
ever, and unit sales took a nose 


Gus Chiarello 


dealers who would stay in busi- 
ness were the ones that hadn't 
compromised their prices. It also 
became obvious that the overnight 
growth of the dealer network had 
included many individuals who 
didn’t belong in our industry. They 
were the first to go out of business 
when demand began to sink. 
These so-called “businessmen” 
watched their ventures collapse 
because they had bought the 
wrong product lines, had little or 
no knowledge of the business, and 
didn’t have the first idea of what 
service means. 

Unfortunately, this weeding- 
out process was painful and took 
with it many legitimate RV deal- 
ers. The survivors all had one trait 
in common: They were high gross- 
ers. During the boom years, these 
dealers didn’t bend their prices 
and make “skinny” deals; they 
worked to sell their product for a 
fair return on investment. These 
dealers knew all along the secret 
of selling was not to give merchan- 
dise away, but rather to convince 
the customer of its quality. 

Today, dealers have returned to 
the basics. It’s a pleasure to talk to 
retailers who know what it takes 
to stay in business—quality, per- 
formance, and service. Most RV 
dealers now realize the futility of 
thin deals and stay in business be 
cause they work to stay there. It’s 
basics that built our industry, af- 
ter all, and it’s the only thing -— 


wants them so badly he'll make dive, it became obvious that the will keep it thriving. 
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Tilt-Wheel: The 
low-priced Blue Book 


bargain. 


With an MSRP of just $88.00 on 
a 1981 GM car, Tilt-Wheel is 
honest value. But take a look 
art the latest Red Book, Kelley 
Blue Book or N.A.D.A. Guide 


amd it's really a bargain— 

with a resale value of up to 

$75.00 on 1980 GM X-cars " -— S 
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with a S car after car. 


convenience The smaller the car, the more 
they re used to. practical Tilt-Wheel is. So order 
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domestics that 
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The Art of Selling 


e of selling’s greatest 
myths is that of the born 
salesman. Selling is 
mostly hard work, involving pre- 
sale and post-sale activities aimed 
at developing prospects. The sales- 
men with a 100 percent closing 
average (there are none) will not 
sell anything without a prospect, 
and that’s why prospecting is the 
single most important activity. 

Probably the most difficult and 
awkward moment in selling is the 
first meeting of the salesman and 
the customer. The customer is. in 
your territory, and regards you as 
the enemy. The moment he walks 
in, all of his defenses are up. The 
first impression you make and 
how you handle that tense situa- 
tion is of vital importance. If you 
are flip or fast or pushy or insensi- 
tive, you are dead. 

All of your efforts at this point 
should be directed at relaxing this 
tense individual. Until you do, 
your chances of selling him are re- 
mote. (Even the coolest of custom- 
ers are tense in this situation, 
even though they may not show 
it.) At this point, there is no future 
in acting the high-powered sales- 
man. You're only reinforcing the 
prospect’s fears. 


What Is the Prospect Really 
Saying? 


“Just looking” really means 
your customer is afraid of being 
sold, and is trying to diffuse what 
he regards as a confrontation. Be- 


fore he will buy anything, he must 
be made free of fear, free even to 
walk out, if and when he should 
decide he wants to. What you need 
is some friendly gesture to take 
the edge off the pressure he feels. 


The Magic Cup of Coffee 


The simple offer, “Let me get 
you a cup of coffee while you look 
around” can work wonders. Coffee 
is a social event, and it is a mes- 
sage to your prospect that he is not 
going to be hassled by some pushy 
salesman. Everything you do, 
your attitude and demeanor, 
should be relaxed, casual, friendly 
and helpful. Be the kind of guy 
that you would enjoy meeting for 
the first time and having some 
business dealings with. Even a 
small investment such as a quar- 
ter in the coffee or coke machine is 
one that will return you several 
fold several times. 

Whatever you do, don’t let your 
clothes speak for you! Use taste 
and common sense. If you look like 
a slick operator, your prospect will 
label you as one—and it will not be 
meant as a compliment. It will 
likely be meant as an adieu. 

Relating a lot of features and 
technical facts rarely sells either, 
unless “need” has been estab- 
lished. Establishing “need” is part 
of the qualifying process during 
which you find the prospect's “hot 
button,” the thing that turns him 
on. “Need” wears a lot of hats: 

1. Need can be fun. 


2. Need can be peer-group recog- 
nition. 

3. Need can be performance and 
thrills. 

4. Need can be the promise of 
romance. 

5. Need is self-image. 

6. Need can be anything. 

Anything that you want be- 
comes a “need” craving to be satis- 
fied. 

The prospect’s “need,” before it 
can be satisfied, must be identi- 
fied. Obviously, the best way for 
you to find out what it happens to 
be is for him to tell you. When you 
are talking, you learn nothing 
about him. So your goal, really, is 
for him to talk and for you to listen. 

Most salesmen talk too much. In 
fact, the tendency is so prevalent, 
it’s become an occupational haz- 
ard. Salesmen just can’t stand si- 
lence. However, if you want your 
totals to be good, resist the urge to 
talk. Let the prospect break the si- 
lence on occasion. If you do, he 
might surprise you. Remeber: A 
fundamental principle of negotiat- 
ing is, “He who talks first, loses.” 
And if you insist on obviously hav- 
ing the upper hand, you'll have the 
satisfaction of winning the argu- 
ment, and losing the sale, It hap- 
pens countless times every day to 
your cohorts, but it doesn't have to 
happen to you. Don't be obsessed 
with demonstrating your techni- 
cal and mental superiority over 
your prospect. It just isn’t worth it. 

Selling is, in large measure, in- 
formation gathering— intelligence! 
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prepared by Joe Girard, named the World’s Greatest Salesman 12 times by the Guinness Book of World Records. 


If you knew everything there was 
to know about your prospect, it 
would be relatively easy to sell 
him. The more information you 
have, therefore, the better, and 
consequently, the better you ask 
your questions, the more effective 
that gathering process will be. 


Structure your queries so they 
cannot be answered with a yes or 
no. 


1. Your name is? 

2. Where do you work? 

3. What do you do there? 

4. What kind of car do you own? 

5. What kind of driving do you 
do and how often? 


In addition to giving you the val- 
uable information you'll need to 
do the kind of selling job your cus- 
tomer will appreciate years later, 
this kind of questioning has the 
additional benefit of getting the 
prospect to talk about himself, and 
that kind of talk has a therapeutic, 
relaxing effect on him. After all, 
ask yourself: What do you like bet- 
ter? Being around good talkers or 
good listeners? Æ 


ON THE HILL from page 35 

the tax from the wholesale trans- 
fer to the first retail sale of the 
vehicle. Under current law, the 
dealer must pay the tax to the 
manufacturer at the time he takes 
delivery of the truck. This forces 
the dealer to include the cost of the 
tax in his already high inventory 
financing. With a tax of between 
$5,000 and $7,000 per truck, the 
interest cost of financing the FET 
reached into the tens of millions of 
dollars in 1980. In changing the 
point of collection to the first retail 
sale, the financial burden on the 
dealer will be alleviated. 

NADA and ATD have, over the 
years, supported the full repeal of 
the Federal Excise Tax, and will 
continue to pursue this approach. 
However, as a result of numerous 
conversations with members of 
the House and Senate tax commit- 
tees, we have concluded that a full 
repeal at this time is not feasible. 
The Association has always consid- 
ered the approach of changing 
the point of collection as an inter- 
im solution, and we will continue 
to press for a full repeal of the FET. 


Æ 


Classic Series 


With Larger Car Inventories, 
We Can Help You Now 
More Than Ever! 


Moving your larger car inventories may mean more after 
dark selling. And with more cars than ever on your lot, be 
sure your display lighting is doing all the selling it can do. 

LSI Metal Halide lighting was designed to give you the 
sales edge you need night and day. By night, our energy 
saving Metal Halide systems will provide outstanding 
illumination for nighttime merchandising. By day, our 
handsomely sculptured LSI lines make a valuable statement 
about your dealership. 

In times like these you can use all the help you can get. 
So why not let your customers see you in the best light 
possible? Look into LSI. ..you may learn to love your 
evenings again. 


For more information, write or call for a full 
color brochure describing our energy 
saving systems. 


P.O. Box 42419 + 4201 Malsbary Rd. * Cincinnati, Ohio 45242 e (513) 793-3200 
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GM's Continuous 
Protection Plan has 
all the ingredients 
to build customer 


satisfaction. 


. Plusall the - 
Ingredients to build 
your satisfaction. 


Still the best 
rotection 
or your 

customers. 


And now the Plan is better than ever, 
with coverage up to 4 full years or 
50,000 miles. 

We've increased car rental 
allowances. We've expanded and 
revised eligibility requirements to 
allow purchase of the Plan up to 6 
months or 6,000 miles from the 
new-vehicle delivery or in-service 
date. And for added value when it's 
time to trade, we've made the Plan 
transferable to subsequent retail 
purchasers. 

Quite simply, there is no better 
extended repair plan anywhere than 
GM's. This includes depth of 
coverage, ease of handling claims, 
number of outlets where service can 
be performed, even the toll-free 
“800” hot-line to help GM customers 
out of a bind. 


Still the best 
rotection 
r you. 


In more ways than one. With the GM 
Continuous Protection Plan, your 


customers have an agreement directly 


with GM. There are no surprises, 
little risk. 

As to payment for work 
performed under the Plan, GM will 
pay you for parts up to list and labor 


at your retail hourly rate. Compare 
that with most other plans. And we 
pay you direct, usually within five 
days, without a lot of hassle and 
paperwork. 

Something else. You don't get 
involved in disputes with customers 
about repair costs when they have the 
GM Continuous Protection Plan. You 
handle the repairs. We take care of 
the bills. 

Finally, there's this to remember. 
Because we pick up the tab, your 
income won't be cut by the effects of 
inflation on parts and labor costs later 
on down the line. That's rea/ 
protection. 


Big profits, 
too. 


That's right. Under our new discount 
structure, base profit potential has 
been increased significantly. What's 
more, we're continuing the sales 
penetration bonus program, which 
lets you earn even more. For 
example, on group C cars at the 30% 
bonus level, and group C light trucks 
at the 22.5% bonus level, with the 
new base price discount you can now 
earn up to $100 if you choose to sell 
the 36/36 Custom Plan at the 
suggested selling price. 


Keep the GM 
Connection. 
Talk to your 
Zone Rep 
today. 


Bring yourself up to date and find out 
in detail about the many favorable 
aspects of the GM Continuous 
Protection Plan, including the new 
Sales incentive program. 

About the long-term potential 
for real income. 

About the expanded eligibility for 
commercial vehicle usage. 

About the way we take care of 
all the paperwork, freeing you up for 
more important things. 

And about our plans to make 
the GM Mark of Excellence as 
important to a customer on his repair 
plan as it is on his new car, light-duty 
truck or van. 


Continuous 
Protection 
Plan 


Irving Blackman 


veryone, except the IRS, 
E loves this tax idea. You, the 

employer, can deduct more 
dollars than you pay to your em- 
ployee. Impossible?... The law 
will not allow such a result? 
... You are right. Nothing in the 
law does allow it, but by combin- 
ing several sections of the law, the 
result is obtained. Even the IRS 
has been forced to agree (Letter 
Ruling 8049017). Here’s the sce- 
nario: 

Success Corporation employs 
Joe Exec. Joe will receive an 
agreed salary plus 100 shares of 
Public Co. Success buys the shares 
of Public and transfers ownership 
to Joe. However, if Joe terminates 
his employment with Success be- 
fore 1990, the shares are forfeited 
(ownership is returned to Success). 

In 1981, Joe receives $10,000 in 
dividends on the Public stock. Now 
the tax results of the scenario: The 
$10,000 in dividends is considered 
income to Success. Why? Accord- 
ing to the tax rule, stock that’s 
subject to a substantial risk of for- 
feiture, even though transferred to 
an employee as compensation, is 
treated as the property of the em- 
ployer for tax purposes. This sta- 
tus continues until the employee’s 
rights become fully vested (Code 
Section 83). Success is entitled to 
deduct 85 percent of the dividends 
received (Code Section 243). 

Okay, let’s put the law and the 
numbers together. Success, in ef- 
fect, received the $10,000 and paid 
it out to Joe. That’s good for a 
$10,000 compensation deduction. 
The 85 percent dividend credit 
produces another $8,500 deduc- 
tion. Total deduction for Success is 
$18,500. Joe pays tax on only 
$10,000. 


Like I said, you will love this 
idea. 

Maximum marital deduction 
may not be best. Congress 
goofed. Oh yes, they had the right 
idea—they wanted to help the lit- 
tle guy. The idea was to increase 
the amount that can be passed tax- 
free for estate tax purposes to a 
surviving spouse. How?. . . By 
increasing the "marital deduc- 
tion" for small estates. 

Simply put, the marital deduc- 
tion allows up to one-half of a hus- 
band's estate, or $250,000, which- 
ever is greater, to pass tax-free to 
his wife. Of course, it could also be 
from a wife to a surviving hus- 
band. For example, if we assume 
the husband left a $2 million estate, 
$1 million could pass tax-free to 
his wife. Subject to some excep- 
tions, the out-of-pocket estate tax 
cost is: 


estate to Wife. The normal marital 
deduction is $150,000 (half of 
$300,000). Since $250,000 is 
greater, that is the marital deduc- 
tion in this case. That was Con- 
gress' “great idea." Okay, then, on- 
ly $50,000 ($300,000 - $250,000) is 
taxable. Look at the table above. 
The “tax cost" on a $50,000 “tax- 
able estate" is ZERO. Great! But, 
what happens when Wife dies? As- 
sume she spent $50,000 and dies 
with $250,000. The table shows 
you an out-of-pocket tax cost of 
$23,800. Ouch! 

Could this have been avoided? 
Yes. If Husband had left one-half 
of his estate to Wife and put the 
other half in trust for her benefit, 
both would have died without any 
taxable estate. Savings— $23,800. 

No, I don't expect you to under- 
stand every fine point of the mari- 
tal deduction. But, be forewarned: 


Percent on 
Taxable Estate Tax Cost Excess* 
LA iE 
$ 175,625, $ Zero 32% 
250,000 23,800 34 
500,000 108,800 37 
1,000,000 298,800 41 
2,500,000 978,800 53 
5,000,000 2,503,800 70 


*“Excess” refers to a Taxable Estate dollar amount falling between two 
listed figures in the table—for example, a dollar amount falling between 


$175,625 and $250,000. 


Obviously, saving one-half of 
the estate cost or more when the 
husband goes to his reward is a big 
deal. Let’s examine the tax trap for 
small estates. Assume Husband 
dies leaving his entire $300,000 


one of the most common errors in 
estate planning is “overfunding 
the marital.” This means leaving 
too much to the wife. The estate 
tax picture may look good when 
Husband dies, but the IRS makes 


qS 


These columns are prepared by Blackman, Kallick € Co., certified public accountants, under the watchful eye of Irving Blackman. Blackman, also an attorney and author of Winning the 
Tax Game, consults with businessmen around the country on the subject of taxes and profitability. Questions concerning these columns should be addressed to: Blackman, Kallick & 
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up for lost ground when Wife 
dies...in spades. Overfunding 
clobbers the large estate as well as 
the small estate. 

My advice: see an estate plan- 
ner. Now! 

New business gets new 
break. Sometimes, Congress 
comes up with good new tax law. 
The new amortization rules for 
start-up expenses are an important 
tax-saving example. 

Under the old rules, expenses 
incurred before you actually start- 
ed doing business were not deduc- 
tible—not in the year incurred, 
not ever. Such expenses include 
professional fees, licenses, investi- 
gatory costs, and all other ex- 
penses incurred prior to starting 
business operations. Bad law! 
Now, such expenses paid or in- 
curred (after July 29, 1980) can be 
written off in 60 months or more. 

To qualify for the writeoff, the 
expenses must be incurred in con- 
nection with (1) the acquisition or 
creation of an active trade or busi- 
ness or, (2) the expansion of an ex- 
isting trade or business. The 
trade or business actually must be 
entered into before the 60-month 
amortization period can start. 

In order to obtain the benefits of 
this new rule, you must make an 
election and attach it to your time- 
ly filed tax return. If you fail to 
make the election, you are stuck 
with the old rules. 

What’s the best way to take 
your money out of a qualified 
plan? Good question. Sooner or 
later, every participant (or his 
beneficiary) in a qualified plan 
(profit sharing, pension or ESOP) 
will be entitled to receive his ben- 
efits. Is there a tax cost? Is this cost 
significant? Can anything be done 
to reduce cost? The answers to the 
questions are yes, yes, yes. 


Unfortunately, the rules that 
govern the taxability of distribu- 
tions from a qualified plan are a 
complex maze. You must seek pro- 
fessional help to maximize your 
after-tax benefits. Why? Because 
there are a number of choices of 
how benefits can be paid out of a 
plan. That’s good. But what may 
be the best choice for one partici- 
pant/taxpayer may be the worst 
for another participant/taxpayer. 
The right choice is related to your 
age, your income needs, and the 
size of your estate. 

Basically, you have three choices: 


(1) take a lump-sum distribu- 
tion and pay an immediate tax, or 
(2) roll over the lump sum into a 
tax-free IRA (Individual Retire- 
ment Account), or (3) have the 


“Be forewarned: One 
of the most common 
errors in estate 
planning is 
‘overfunding the 
marital.” 


trustee of the plan pay your bene- 
fits in installments. You must al- 
ways keep in mind that your ben- 
efits are subject to two taxes: the 
income tax and the estate tax. 
The estate tax can be avoided 
entirely or in part. The income tax 
can, at best, be deferred or subject- 
ed to lower tax brackets down the 
road. All the options and possibili- 
ties could fill a small book. 
Generally, the estate tax can be 
avoided by taking all or any bal: 


ance in the plan, or in an IRA that 
received a lump sum from the 
plan, in installments. This is 
choice (3) above. 

The income tax consequences 
are listed below: 

Choice (1): Pay an immediate 
tax, but one based on a special 
favorable ten-year averaging com- 
putation; 

Choice (2): The transfer to the 
IRA is tax-free. Between the ages 
of 59.5 years and 70.5 you can 
withdraw whatever amount you 
want, taxable at no more than the 
50 percent maximum tax. Un- 
drawn funds continue to accumu- 
late tax-free. At age 70.5, you 
must begin to draw the balance. 

Choice (3): Installments re- 
ceived from the trustee are taxed 
up to the 50 percent maximum. 

I suggest you cut this item out. 
Keep it with your qualified plan 
papers. When the time comes, take 
it to a qualified professional. He 
can make precise computations 
with your facts. You will also learn 
there are more rules and excep- 
tions than mentioned in this item. 
You will be astounded at how 
large the tax savings will be with 
the right choices. Æ 


Save Up to 40% of Heating Fuel Costs 


The ESP Energy Recirculating System gently forces the heat 
down to the floor to keep the thermostat satisfied. This greatly 
reduces the number of times your furnace is called on for heat. 


Saves heat in winter, cools in summer. Check us out... call us TOLL 
FREE for names of users in your area and special industry prices. 


800-548-7199 


IN MONTANA € 406-252-0480 


WRITE: 


ENERGY SAVING PRODUCTS 


P.O. BOX 311 
BILLINGS, MONTANA 59103 
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SENSE 


Investment Timing & The Magic 1000 


ncome-tax season is the 

time when investors calcu- 

late their profits and losses 
on last year’s securities sales for 
tax purposes. The results, pleasing 
or not, frequently raise one ques- 
tion in the minds of many inves- 
tors: Is there a way to improve in- 
vestment returns by better timing 
of purchase and sales? 

The goal of every investor, of 
course, is to buy low and sell high. 
Unfortunately, no one can predict 
the future, and there are no guar- 
antees in the investment world. It 
is impossible to call market or 
stock-price turns with absolute ac- 
curacy every time. Still, there are 
tools you can use and guidelines 
you can follow that may help bet- 
ter your overall investment re- 
turns. 


Market Timing 


Market timing, the technique of 
predicting when the market or in- 
dividual stock may be approach- 
ing high or low points, is one way 
investors attempt to improve the 
prices at which they buy and sell. 
Market timing may involve both 
the “fundamental” and “techni- 
cal” analyses to determine a 
stock’s price direction. 

Fundamental analysts believe 
it is possible to determine the in- 
trinsic value of a stock, and they 
feel whether the price will go 
higher or lower is based on what 
the company is expected to earn 
and pay out in dividends. By ana- 
lyzing a company’s sales, earn- 
ings, price/earnings multiple, and 
similar statistics, they recom- 
mend buying a stock when it is 
trading below its intrinsic value 


and selling when it is trading 
above that value. 

Technical analysts, on the other 
hand, believe securities prices, 
like other prices, are determined 
by supply and demand, and may or 
may not be related to the intrinsic 
value of the security. They main- 
tain that price trends can be pre- 
dicted by studying past price 
movements, trading activity, and 
similar factors. 

As the market has become more 
volatile in recent years, with wid- 
er price swings over shorter peri- 
ods, many institutional and indi- 
vidual investors have developed a 
much shorter-term orientation. 
They have become increasingly at- 
tentive to technical analysis 
—thinking constantly of market 
timing and calling market turns 
—because they are afraid of being 
caught by surprise in a sudden 
slide. 

However, the market is not 
characterized by massive unifor- 
mity. Much of the time, it has in- 
ternal cycles that are at variance 
with the trend ofthe major market 
averages. An over-reliance on 
market timing can mean missing 
out on these opportunities. 


Other Guidelines 


Timing is, after all, just one con- 
sideration in making buy/sell deci- 
sions. An overall investment 
strategy is essential. Determine 
what your investment goals are, 
then develop a plan that fits them 
and stick with it. 

Market analysts commonly ad- 
vise avoiding “hot tips” and hop- 
ping from one fad investment to 
another. In fact, many suggest 


that investors who concentrate on 
stock selection, and who buy 
stocks on a value basis when those 
stocks are out of favor, are more 
likely to be successful in the 
market. 

Diversification is recommended 
also. Spread your risk by avoiding 
concentration on a single industry 
or single line of business. 

In addition, you should always 
set price objectives whenever you 
make an investment. If the stock 
advances as you hope, reassess the 
situation regularly—especially 
when the stock reaches your objec- 
tives. Ask yourself if the reason 
you bought the stock in the first 
place still holds, if the stock is still 
gaining at its former pace, and if it 
is still responding to good news. If 
the answer to any of these ques- 
tions is no, it may be time to con- 
sider selling. Making the decision 
to sell a winner can be difficult, 
but even if the stock continues to 
advance after you get out, “selling 
too soon” can help you protect the 
profits you have already earned. 

Deciding when to sell a loser and 
following through with that deci- 
sion can be equally difficult. No 
one likes to admit a mistake, and it 
can be tempting to hold on, wait- 
ing for a turnaround that never 
materializes or that takes a very 
long time in coming. 

With every investment, you 
should consider what could go 
wrong and at what point you 
should sell. Some analysts suggest 
you consider selling a stock once it 
has dropped 10 percent or so. If you 
are reluctant to take small losses, 
at some point, you'll probably have 
to take big ones. Bear in mind that 
you are not just losing money on 
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the particular investment in- 
volved, you are also losing an op- 
portunity to earn profits you could 
have gained if you reinvested in a 
better performing stock. 

kkk 


To many, the recent flirtation of 
the Dow Jones Industrial average 
with the 1000 mark has great sig- 
nificance—they say it is the result 
of President Reagan’s election and 
a sign of economic rebirth. 

But, for those not familiar with 
the market, the Dow Jones indus- 
trial average is a mysterious indi- 
cator of little meaning. 


What’s the Dow Jones average? 

In the late 19th century, busi- 
ness analyst Charles Henry Dow 
proposed the theory that securi- 
ties-market trends could be pre- 
dicted by computing a daily aver- 
age of the prices of certain key stocks. 
His averages, which included only 
11 stocks at first, began appearing 
in newspapers in 1884. The first 
index, consisting entirely of indus- 
trial stocks, appeared in the Wall 
Street Journal on May 26, 1896. 

Originally, the performance of 
the indexed stocks was computed 


CLEAN HEAT WITH WASTE OIL 


Burn’ Zall Waste Oil Heater uses as a fuel for hot air 
heating (125,00 BTU): hydraulic, transmission, 
crankcase, machine cutting or almost any oil con- 
taminated with dirt and up to 20% water. Cost 
recovered in first season normally. Commerical and 
industrial purposes. Dealer inquiries invited. 


by taking a simple mathematical 
average. However, the growing 
practice of stock splitting made 
this method unwieldy, and in 
1928, a new method was adopted. 
Now, as companies split their 
stock, the average is readjusted ac- 
cording to an accepted formula so 
that it accurately reflects the 
changes. 

Today, Dow Jones publishes, in 
addition to its 30-stock industrial 
average, an average of 20 trans- 
portation stocks, at 15-stock pub- 
lic utility average, a 65-stock in- 
clusive average of all the industri- 
al, transportation and utility 
issues, and four separate bond av- 
erages. The averages are revised 
every half hour in an 8-second 
computerized procedure, and are 
distributed to subscribers all over 
the world. 


The Dow's Significance 


In part because of its long histo- 
ry, the Don Jones industrial aver- 
age has tremendous prestige and 
gets greater worldwide coverage 
than any other stock average, in- 
cluding the Standard & Poors 500, 
which has been around since 1926, 


and the New York Stock Exchange - 
Composite Index, in existence 
since 1970. 

To some investors, the Dow is al- 
most mystical, and “outperform- 
ing the Dow” is the main ambition 
of numerous money managers, 
trust departments and mutual 
funds. 

Some Wall Street authorities, 
however, think the Dow has taken 
on more significance than is war- 
ranted by the 30 stocks included in 
it, and that it is no longer really 
representative of the whole 
market. 

Indeed, it is a relatively narrow 
measure of the stocks of old, estab- 
lished companies, such as General 
Motors, General Foods, Minnesota 
Mining and Manufacturing, Proc- 
tor and Gamble, U.S. Steel, and 
Woolworth, and often underper- 
forms the market because it does 
not take new industries into con- 
sideration. The Dow is so conser- 
vative that it didn’t add IBM to its 
roster until the company’s period 
of greatest growth was over, and it 
contains none of the new high- 
technology stocks that are stirring 


(Continued on page 58) 
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A NEW CAR, 
MAYBE IT’S TIME TO TELL 
... YOUR CUSTOMERS 

THEY DON'T HAVE TO 
BUY ONE. 


INTRODUCING BURN' ZAID 
SELF CLEANING MODULE 


No matter how much the cars you want to move cost, leasing 
can be a very attractive option for you and your customers 
Especially when you work with us. Baldwin-United Leasing 


Your customers can save money. And they can drive the new 
car they want without making a big down payment, without worrying 
about depreciation, without paying heavy interest charges. 

And you'll get your complete profit up front on every car you lease. 
Plus freedom from administrative expense, insurance liability, and 
collection/repossession problems. Not to mention guaranteed three-hour 
turnaround time for credit approval 

To find out more about how leasing can be good for your business 
and good for your customers, call us today. 


East of the Rockies 


1-800-543-0369 
(in Ohio 1-800-582-7397). 
Box 189 
Rt. 422 West 
New Castle, PA 
16103 
(412) 658-4784 


800-327-9191 ext. 216 


Baldwin-United Leasing 
Automotive Division 
1801 Gilbert Avenue 
Cincinnati, Ohio 45202 
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e have previously 
mentioned in this co- 
lumn the profit poten- 
tial in older cars and “collectible 
cars,” but because two correspond- 
ents recently wrote to the NADA 
Official Used Car Guide about this 
subject, we feel it is worth bring- 
ing up once more. (By the way, we 
hesitate to use the term, “classic 
cars” in this context since many 
bona fide collectibles have yet to 
be certified as “classic. ”) 

The first letter is from R. Carson 
of Ridge Road in Avon, Connecti- 
cut. In the letter, Carson laments 
the plight of the last of the produc- 
tion convertibles and how they are 
mistreated in the typical used car 
guides. He specifically refers to a 
1974 Buick LeSabre convertible 
because his wife owns one. It is un- 
fortunate that the NADA Guide, 
and possibly others, tend to con- 
dense the last listed year ofa make 
into an “all body styles” category. 
In most cases, this is acceptable, 
but there are exceptions. . .and 
this is surely one. Carson’s point is 
well taken: there are cars that 
have value beyond that of simple 
transportation, and some of these 
cars are still listed—as simple 
transportation—in nationally ac- 
cepted guide books. Even more in- 
jurious, though, are those instan- 
ces in which cars with value drop 
from all car guides—at least those in 
common use—and find themselves 
in the limbo of “no book value.” 

The second letter the Guide 
Book received is from Roy S. Bobo, 
president of Boaze Motor Co., Lex- 
ington, North Carolina. Bobo is a 
former new car dealer who now 
concentrates on used cars and ser- 


vice. Along that line, we quote di- 
rectly: “These two sources for a liv- 
ing never seemed to impress any 
factory rep I ever had any dealings 
with.” To that, we say “amen.” 

Bobo concerns himself with 
those older cars, especially those 
in the 1970-73 range, which have 
been dropped from the NADA 
book. He makes no mention in his 
letter of collectible cars. His com- 
plaint is not uncommon: it is all 
but impossible to obtain financing 
on these cars that do not appear in 
most used car guides. To some peo- 
ple, it seems, such cars do not exist 
as a part of the economy. All of us 
know there are many people who 
can afford no other type of car, and 
others prefer or need a car of this 
vintage. (On this line, ZE has noted 
that those who tow vehicles may 
be well advised to look into their 
future needs and prepare for them 
today. Some of the new cars can 
just about move themselves along, 
and towing something is utterly 
out ofthe question.) Bobo observes 
that there are excellent profits to 
be made with the older vehicles, 
and we know some dealers (once 
referred to as iron merchants) who 
concur fully but would rather the 
word didn't get about. 

Many new car dealers—there is 
little question—have been joining 
the fraternity of used car dealers 
with increasing enthusiasm these 
past several months. Those with 
foresight made the switch some 
years ago, and, of course, there 
were always a few who were never 
out of used cars as a profitable bus- 
iness. 

In the area of older cars, there 
are still a few windfalls for astute 
dealers. Some valuable cars are 


owned by individuals who may not 
know what they have or really 
care. (I drive two teen-age boys to 
and from school, and our route is 
mostly on the Washington Belt- 
way. The kids are alert to two 
things—pretty girls and eye- 
catching cars. When these two cir- 
cumstances combine. . . well, it is 
very noticeable. But restricting 
myselfto the cars for a moment, let 
me say there are very few new cars 
the boys will even glance at. Yet, 
they always do a double take at 
many of the performance cars of 
the late '60s and early '70s, as well 
as some which were not perfor- 
mance-oriented but just look that 
way. One day, an exceptionally 
pretty girl passed us in an older 
Challenger. The boys immediately 
awarded this a rating of “20,” 
which translates into a “10” driv- 
ing a “10.” I myself can hardly tell 
one new small car from another, 
but my heart still races a bit when 
I see a well-kept Boss 302. And my 
point is, a lot of people feel this 
way.) 

There are guide books available 
which will assist you in determin- 
ing approximate values for older 
cars, whether they be collectible 
or transportation, or both. I would 
be inclined to look askance upon 
any evaluation method which 
simply subtracts a dollar amount 
from the next newest car. One can 
see how that could lead to a minor 
disaster. . . just consider the Mus- 
tangs. Further, it would appear 
there is little, if any, *make" pref- 
erence among those people seek- 
ing transportation from these 
older cars. In fact, it just could be 
that there is also little body style 
preference, but this is, it would 


The Used Car column is prepared exclusevely for automotive executive by James “Harry” Lawrence, editor of the NADA Official Used Car Guide. All comments or questions pertaining 
to these columns should be mailed to: "Used Cars", automotive executive magazine, 8400 Westpark Dr., McLean, VA 22102. 
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seem, a more important factor 
than make. When you see a high 
school youngster driving to school 
in an old, big wagon... well 
. . chances are it was the family 
chariot he inherited. 

One publication we recommend 
is the NADA Older Vehicle Guide. 
This book lists cars built from 
1966 to "73, as well as older RVs 
and motorcycles. The car format is 
very much like the regular NADA 
Guide. It is published three times 
a year, and the subscription price 
is $35. A subscription may be or- 
dered from: NADA Appraisal 
Guides, Older Vehicle Guide, P.O. 
Box 1407, Covina, CA 91722. 


The market for collectible cars is 
a large one, depending upon how 
you define collectible. I would say 
a collectible car is one which has a 
value in excess of its utility as 
transportation. A few such cars 
would be the Mustangs through 
1973, Camaros, Firebirds, the 
various SS Chevrolets, some of the 
performance Fords and, believe it 
or not, many of the Chrysler per- 
formance cars—such as the Chal- 
lengers, Chargers, Road Runners, 
and SuperBirds. Of course, with 
this type of car, the values can be 
all over the lot, so some knowledge 
helps. 


Another good reference guide to 
this market is a quarterly publica- 
tion called CPI, which stands for 
Cars of Particular Interest. While 
CPI contains a wealth of informa- 
tion, it is not a substitute for the 
NADA Older Vehicle Guide for a 
couple of reasons. One, it does not 
offer comprehensive coverage on 
transportation cars, but, instead, 
restricts coverage to those cars the 
publisher feels are collectibles. 
Secondly, CPI’s format deviates 
from the conventional guide book. 
Values are shown as a low-to-high 
range, with an average. All values 
are assumed to be retail. 

The advantage of CPI, though, 
is its coverage. It lists virtually all 
collectible cars back to 1946, and 
an annual subscription to this 
quarterly report is available from 
CPI, P.O. Box 11409, Baltimore, 
MD 21239 for $12. 

Within the pages of the CPI and 
the NADA Older Vehicle Guide, 
there is much more than a large 
group of cars and a guide to net 
profit boosters. Within those pages 
is, really, the last hurrah from a 
performance point of view. Æ 
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AUCTION 
BLOCK 


Pros and Cons on Auction Use 


We henever ‘automobile dealers gather to 
discuss the wholesale auto auctions, it is 
not surprising to find they fall into three groups—the 
“staunch advocates,” the “adversaries,” and the “in- 
differents.” The “staunch advocates” cannot say 
enough in favor of attending at least one auction per 
week. At the other extreme are the “adversaries,” 
who look upon the auction as a place to stay away 
from. They probably haven’t been to an auction in 10 
years—if ever—and regard most of the merchandise 
on the block as someone else’s junk. The third type 
—the “indifferents”—take no posi- 
tion and, chances are, make infre- 
quent use of the facilities available 
at an auction. “Indifferents” justify 
not attending auctions with state- 


“He regards the 
auction as part of his 


An auction-wise dealer, having learned this the hard 
way, would estimate his chances of selling his cars 
—allowing for the condition, mileage and make—as 
possibly two out of three. 

The non-auction user could possibly make a point 
or two, but really: Is 65 percent such bad odds? How 
many times do those who sell at the curb get a fair 
price every time at bat? Oh, you can give away your 
cars 100 percent of the time, but for how long? Let us 
consider some of the intangible benefits to be derived 
from attending an auction. 

When we were in New Orleans 
with NIADA recently, we took a few 
minutes to chat with Joe Eikenberg 
of Baltimore, Maryland, and his son 
Joe Jr. Joe Sr. seldom goes to an 


nb dono" "dg have angi = O OPARE] eee ien oo 
to al pang ET Po anyone that costs him need be. He regards the auction as 
put a clean car on the block in this ; » part of his inventory, an inventory 
market?" “I don't know any reputa- nothing i which costs him nothing in the way 


ble dealers who will go.” “I don’t 
like the environment.” What probably deters this 
type of dealer most, though, is a lack of understanding of 
the used car market and of the auction process itself. 

Is it economically practical to take a car, or several 
cars, to an auction and put them on the block? There 
are direct fees involved, there is the cost of manpower 
to transport the vehicle or vehicles to the market, and 
a certain amount of risk is also attached: There is no 
assurance the cars will be sold, and certainly no 
assurance that they will bring the desired price 
(which may be too high from the onset). Of course, if 
the dealer, or his used car manager, attends, the la- 
bor cost increases. 

An experienced auction user is not misled by the 
somewhat inflated percentages of consigned cars sold 
which, unfortunately, some auctions regard as ac- 
ceptable practice. According to the 1980 Cox Broad- 
casting Annual Report, the Manheim Group of auc- 
tions sold an average of 59 percent of cars offered. Our 
experience, from chatting with auction owners and 
operators, would lead to the conclusion that a sales 
figure of 65 percent would be regarded as excellent. 


of space or tied-up funds. He is a 
buyer, on balance, but he will sell when it is neces- 
sary or when he feels a need to rotate his inventory. 
More important to Joe Jr. is the free education he re- 
ceives at the auction. He has a chance to watch the lo- 
cal market in action. He sees dealers he knows by 
sight or by reputation, and gets an idea of what they 
are buying and what they are paying. He derives an 
extra benefit from this because he can, without even 
thinking about it, reconsider the value of the cars he 
has in inventory back on the lot. He knows that cars 
aren't worth what you paid for them; they are worth 
what someone else will pay for them. Joe Jr. is hard- 
put to express a negative thought on the auction pro- 
cess. 

This is not true of Joe Sr., however. He feels that 
some dealers are known as retailers, and others as 
wholesalers. He believes a wholesaler can do better 
with the same car than can he, an established retail- 
er. In his opinion, prospective buyers look askance 
upon a car which he puts on the block. Why would a 
retailer be offering the car? Joe Sr. went on to say that 
some dealers are known as buyers and some as sell- 


Auction Block is prepared exclusively for automotive executive by James “Harry” Lawrence of the NADA Official Used Car Guide. All comments or questions pertaining to these columns 
should be mailed to: Auction Block, automotive exeuctivemagazine, 8400 Westpark Dr., McLean, VA 22102. 
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CLASSIFIED 


GRAND RAPIDS AUTO 
AUCTION David Hawkins V.P. 
Lease and fleet. Member NAAA 
and Auto Auction Insurance. 2380 
Port Sheldon Rd., Jenison, MI 
49428. Telephone: (616) 669-1050. 
Tuesday 12:00 noon. 


NORTHWAY EXCHANGE INC 


DEALERS' AUTO AUCTION 
Route 146, P.O. Box 440 
Clifton Park, N.Y. 12065 


—— 


GOD 
\ NA 


% (518) 371-7500 e Q2» 


**Our Service Does Not Cost - It Pays” 


DALLAS AUTO AUCTION 
Dealers only. Fleet and leasing. 
Ford Motor Co. factory sales. Loca- 
tion: 4226 E. Main, Grand Prairie, 
TX 75050. Telephone: (214) 264- 
2344. Pick up available. 


YOUR STRONGEST COMPETITOR ATTENDS! 


FLINT AUTO AUCTION, ING. 


WEDNESDAY 10:57 A.M. 
4 LANES 


3711 WESTERN RD. FLINT, MICHIGAN 48506 
PHONE (313) 736-2700 


MID STATES AUTO AUCTION 
Sale every Wednesday, 6 p.m. and 
every Friday 12:00 noon. PER- 
SONAL ATTENTION given in 
the handling of vehicles for Fleet 
Operators and Leasing Firms. Lo- 
cation: 25784 Western Ave., South 
Bend. Telephone: (219) 289-7767. 


BIG H AUTO AUCTION A Deal- 
ers Auction. Fleet lease and fac- 
tory sale every Tuesday 11:30 a.m. 
701 North Shepard Dr., Houston, 
TX 77007. Telephone: (713) 869- 
0164. 


SOUTHERN 


AUTO AUCTION 
RT. 5, WAREHOUSE PT., CT. 
There's an Auction Every 
Wednesday at Southern 
Larry Tribble & Bob August 
203-623-2617 


SOUTHWEST AUTO AUCTIONS 
Lease and fleet accounts welcome. 
Member NAAA and NAFA. 3420 
South 48th Street, Phoenix. Tele- 
phone: (602) 894-2211. 


INSTRUCTION 


LEARN TO BE $ 
AN | 
AUCTIONEER 


AMERICA’S TOP QUALITY 


AUCTION SCHOOL. WRITE OR 

CALL FOR FREE CATALOG. AP- 

PROVED FOR V. A. TRAINING. 
— SINCE 1962 — 


MENDENHALL SCHOOL OF 
AUCTIONEERING 
P. O. BOX 7344 
HIGH POINT, N. C. 27264 
(919) 887-1165 


ers, and when buyers sell, the 
veteran buyers sense something 
amiss. He gave an example: In his 
market, there is a dealer who does 
very well retailing used Buicks. 
The dealer is, traditionally, a buy- 
er of used Buicks. He is the man to 
call when you have a good used 
one. So, when this dealer offers a 
Buick at the auction, there is a 
tendency to back off. 


“He has a chance 
to see the local 
market in action." 


Of course, we asked the obvious: 
Are the almost conflicting atti- 
tudes between father and son the 
result of a generation gap, or do 
the conditions as stated really ex- 
ist? Joe Sr. does not appear to be 
that much older than his son, 
though obviously a number of 
years separate them. Further- 
more, father and son appear even 
closer in their overall approach to 
business. This discounts the gen- 
eration gap theory. Their atti- 
tudes are soundly based. 

Where does this leave us? Cer- 
tainly with no definite conclusion. 
One personal observation: I may 
buy a common stock without con- 
sulting a broker, but I would not 
buy it, regardless of how well I 
know the company, without fol- 
lowing the market activity for a 
week or so. I would not assume I 
"knew" its value as a stock even ifI 
knew the worth of the company. 
"Overpriced" stocks can often lead to 
handsome profits just as *under- 
valued" stocks can lead to disaster. 
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LIFO: 


Mail request to: 

Willard J. De Filipps, CPA, P.C. 
800 W. Central Rd. 

Mt. Prospect, IL 60056 

(312) 394-8278 


A Um END 
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Guaranteed Relief From High Interest Rates 
Information for the 75% Still Afraid To Use It 


Dealers: You won't have to switch CPAs just to switch LIFO. 


Get the facts and formats to apply LIFO to your dealership. Thousands of 
dollars worth of research summarized for only $95.00 in this manual used 
by dealers and CPAs around the country. Written by Willard J. De Filipps, 
CPA, 1981 NADA Convention LIFO Workshop Leader. 


——— $95 enclosed for 70 page LIFO Manual 
—— — . Put us on your seminar mailing list. 
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BRAULT from page 40 
into the car—that is federal. 

AE: Despite what's happening 
right now to the business, do you 
feel that the automobile market in 
Canada is promising, or are you 
beginning to wonder if perhaps 
something has happened to this 
business that you have so much 
enjoyed for so long? 

Brault: I’m a firm believer that 
the automobile business is here to 
stay. In one form or another, it will 
not disappear. Pm convinced of 
that, and I don't think I'm the only 
one. Jokingly the other day, one of 
the speakers at one of our FADA 
meetings was saying, "It amazes 
me all the time. The people who so 
much favor public transport never 
use it.” So, I think it's here to stay. 

My worry is, what form will the 
business take in the future? Are 
we going to see the franchised sys- 
tem as we have it now? How will it 
be modified? How is change going 
to affect us? I wish I knew, because 
I'd try to get ready for it. 

Im concerned, but I have no 
doubt that though it may involve 
five-wheeled cars, or three wheels, the 
business is here to stay. This coun- 
try is too big. It's like yours. 
There's no way you can have a 
mass transportation system as 
good. 

AE: What makes you think that 
the franchised system may 
change? 

Brault: Well, it’s been said, that 
the system is an anachronism. 
But, nobody has got anything bet- 
ter yet. So, are we going to have to 
have several car lines to survive? 
Will we continue to be absolutely 
exclusive? Will we have to move to 
shopping centers? This is the area 
where my knowledge is limited. 

AE: In Canada, do you think the 
dealer will stay a parts and service 
merchandiser as well as every- 
thing else, or do you think he'll be- 
gin to be a supermarket and 
nothing more? 

Brault: I think for too many 
years we have neglected the 
aftermarket, and the service busi- 
ness. I think historically we’ve 
neglected all that from day one. 
I’m not sure of the figure, but I 
think we control only 20 or 22 per- 
cent of the aftermarket. 

Maybe there was too much 
pressure from the manufacturers 
to sell cars. The showroom was 
really the big thing. But today, we 


are discovering that if we are to 
survive, it’s going to be with these 
after-services—especially if it’s 
true that people will soon begin to 
keep their cars for 10 years. 
They'll have to get their cars fixed. 

I think we're very late in getting 
where we should be, and conse- 
quently you have mass merchan- 
disers like Midas Muffler all over 
the place. That business just 
slipped through. 

When I started, the big trend in 
leasing was maintenance lease; 
that was the big pitch: give us your 
worry. All of a sudden, this all dis- 
appeared. Nobody wanted to touch 
maintenance because of union 
contracts, and now, everybody is 
saying we should go back to full 
lease. Look at what some com- 
panies are doing: they’re coming 
up with warranty extension pro- 
grams to try and recoup this busi- 
ness that is ours. 

AE: Getting back to service, 
what do you think you can do as a 
dealer federation to reverse the 
trend? What can you do to get cus- 
tomers back? 

Brault: Well, in my opinion, the 
customer, if you ask him, would 
prefer to come back to our shop. A 
survey we did less than two years 
ago indicates that. As to what the 
federation can do, well, I think 
this year, the priority with FADA 
is Industry Relations. Last year, it 
was government relations because 
of the Bank Act. We made a big 
stride this year with an excellent 
seminar on leasing. It made 
sense—we won the Bank Act, now 
let’s use the damn thing. Let’s get 
the people involved. But I think 
next year, we are going to try to 
make our dealers aware, through 
seminars, of ways to be more effec- 
tive with service and parts, be- 
cause that is going to be very im- 
portant. Pm sure there is more 
that we can do, but that, to me, is 
one effective way to get to the deal- 
ers to help them. 

Also, by removing the exclusiv- 
ity clause, that will allow a dealer 
to get into a muffler franchise or a 
tire franchise, for instance, to try 
to be competitive. We've lost a lot 
of market: automatic transmis- 
sions used to be big revenue. But 
then, all of a sudden, the specialty 
firms came along and that market 
vanished. Yet, there is no doubt 
we can and must try to get some of 
these markets back. Æ 
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Increased Sales 


Chart your profit picture with 
Nationwide's wide range of 
services designed to meet the 
needs of both the dealership and 
its clients. 


Pick up and delivery 
nationwide to meet your 
schedule 


Fleet or single unit distribution 


Prompt pick up by professional 
drivers 


No fleet too big or too small 
for personalized service 


Vehicle disposal-auto auction 
delivery 


DRIVEAWAY SERVICE FOR 
ALL MOTOR VEHICLES 
automobiles - trucks - tractors 
vans - buses - motor homes 
specialty vehicles 


Premium transportation at 
reasonable rates 


* NO FRILLS SUPER- 
SAVER SERVICES 


(Casual Driveaway - Automobiles only) 


* SILVER EAGLE SERVICE 


(Expidited Casual Driveaway) 


* GOLDEN EAGLE SERVICE 
(Professional Driveaway - 
utilizing only D.O.T. Qualified 
Professional Drivers) 


* DOUBLE EAGLE SERVICE 


(Combination Service — 
Towaway - Saddlemount - Fullmount) 


"Facilities througnout the country" 


CALL OUR NATIONAL 
ACCOUNTS DIVISION at 
800-526-0484 


NATIONWIDE 
AUTO 

TRANSPORTERS, 

INC. 


"motor vehicle transportation specialists" 
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CALENDAR 
CALENDAR 
CALENDAR 
CALEND 


July 


12 to 15. West Virginia Automo- 
bile and Truck Dealers Associa- 
tion Convention, The Greenbrier, 
White Sulphur Springs, WV 

19 to 22. Automotive News 
World Congress, Hyatt Regency 
Hotel, Dearborn, MI 

26 to 30. National Association of 
College Automotive Teachers 
Conference, Northern Virginia 
Community College, Arlington, 
VA 


August 


2 to 5. Michigan Automobile 
Dealers Association Convention, 
Grand Hotel, Mackinac Island, MI 

11 to 16. Midwest Mobile/Modu- 
lar Home and Recreation Vehicle 
Show, University of Notre Dame, 
South Bend, IN 

16 to 20. National Women’s Au- 
tomotive Associates Convention, 
Bahia Hotel, San Diego, CA 


September 


17 to 27. International Motor 
Show, Frankfurt, West Germany 

24 to 26. Truck Body and Equip- 
ment Association Convention, De- 
troit Plaza Hotel, Detroit, MI 

24 to 27. Virginia Independent 
Automobile Dealers Association 
Convention, Ramada Inn, Virgin- 
ia Beach, VA 


October 


11 to 14. Northern California 
Motor Car Dealers Association 
Convention, Monterey, CA 

21 to 25. 1982 International Au- 
to Show, Kingdome, Seattle, WA 

21 to 31. London Motor Show, 
Earls Court, London, England. 
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MONEY SENSE from page 51 

up so much investor interest. 
Institutional investors tend to 

place more reliance on the Stan- 

dard & Poors 500, which they feel 

is far more representative of the 

market. 


The 1000 Mark 


Many feel that reaching the 
1000 mark, which has long been 
considered by many a sort of “ceil- 
ing” would inevitably accelerate 
selling and cause a drop. The Dow 
first flirted with that number in 
late 1965, and has reached it sev- 
eral times since, but has always 
retreated. But, recently, the Dow 
reached an eight-year high and in- 
vestors are wondering whether 
that “ceiling” might at last become 
a “launching pad.” 

Actually, many analysts point 
out, the significance of breaking 
1000 is entirely psychological. If 
the Dow stays above that mark for 
awhile, it may well give confi- 
dence to investors, and spur in- 
creased buying. If this happens, 
some analysts are saying that 
while there may be a period of fluc- 
tuation, the Dow Jones average 
could exceed even 1500 within the 
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Showcase 


WHAT'S NEW ON THE MARKET 


A brake adjustment tool has 
been added to the Lisle line of spe- 
cialized automotive hand tools. 
The tool, model 50700, can be used 
on most makes and models of im- 
ported and domestic cars with 
star-wheel adjusted drum brakes. 
Manufacturer: Lisle Corp., Clarin- 
da, IA 51632. 


WypAll, a best-selling disposable 
towel from Scott Paper Co., ab- 
sorbs up to three times as much 
fluid as a rag containing synthetic 
fabrics, according to the manufac- 
turer. WypAll conforms comfort- 
ably to the shape of the hand, and 
it costs only about half as much as 
a rag or rental towel. The nonwoven, 
bonded cellulose wiper is particu- 
larly noted for its ability to absorb 
liquids and most common sol- 
vents. Contact: Aitkin-Kynett, 
The Bourse Building, Philadel- 
phia, PA 19106. 


Faster movement and vertical 
storage of 55 gallon drums can be 
achieved with the Tri-Drum, a 
patented all-welded nesting and 
stacking frame that nests three 
drums lying side by side. Handled 
with a fork truck, each Tri-Drum 
has a capacity of 2,250 pounds, and 
stacks five high. Manufacturer: 
Jarke Corp., 6333 W. Howard St., 
Niles, IL 60648. 


from 0.0 ohms to 199.9 ohms, with 
simple off-on switch operation. 
Manufacturer: Check-It Electron- 
ics Corp., 560 Trumbull St., Eliza- 
beth, NJ 07206. 


Check-It Electronics announces a 
new, digital reading device for 
locating problem injectors on glow 
plug-equipped engines. The Di- 
gital Lohmeter shows how each cy- 
linder is firing by displaying glow 
plug resistance digitally in tenths 
of an ohm on a -inch-high liquid 
crystal display. The device reads 


A low-cost concrete seal that can 
be applied over existing seals and 
curing membranes without etching 
is now avialable from Tennant Co. 
Known as 400 Concrete Seal, the 
water-borne satin gloss floor fi- 
nish eliminates concrete dusting 
and protects floors from moderate 
traffic wear, mild acids and alkal- 
ies, salts, fluids and grease, stains, 
dirt, and other spillage. Manufac- 
turer: Tennant Co., P.O. Box 1452, 
Minneapolis, MN 55440. 


| 
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The Nortron Corp. has introduced 
a new computer wheel balan- 
cer—the model 7403. This model, 
a fully digital, mocroprocessor 
unit, is self-calibrating and self- 
diagnostic. New cabinetry allows 
all adapters to be stored inside of 
the balancers. Portable units are 
available with bases that don't 
have to be lag bolted to concrete. 
The Model 7403 can handle wheels 
up to 42 inches in overall diameter 
and 16 inches in width. Manufac- 
turer: Nortron Corp., 100 Sun 
Park Dr., LaVergne, TN 37086. 


Information and photographs of products listed in Showcase have been provided via manufacturer's press releases. A products's appearance in this column in no way implies endorsement 
by either NADA, the NADA Services Corp., or automotive executive magazine. 
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K & N Engineering has developed 
a replacement air filter element 
for GM passenger cars and pickups 
that improves performance and 
economy in diesel engines. The air 
filter utilizes a unique screen and 
oiled fabric in addition to an accor- 
dian-pleated element which pro- 
vides superior filtration for diesel 


Rocket Industries introduces com- 
plete overhaul gasket sets. The 
sets include the timing cover and 
rear main seals, valve cover, in- 
take, exhaust, head, water pump, 
thermostat, fuel pump, and pan 
gaskets. The gaskets used in the 
sets range from stock to heavy- 


engines. Harmful dust and dirt 
particles are captured and held in 
suspension by the special oil satu- 
rated element. Clean, unrestricted 
air passes freely through the oil, 
providing greater volumes of air to 
the engine. Manufacturer: K & N 
Engineering Inc., P.O. Box 1329, 
Riverside, CA 92502. 


duty performance types. Each set 
is designed for today's most popu- 
lar domestic applications. Sets are 
also available for engines with 


modified exhaust systems, heads, 
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The model 4011 voice-operated, 


single-channel communications 
system is now offered by Columbia 
Scientific Industries Corp. This 
model features automatic, voice- 
actuated/hands-off ^' switching 
between the master and remote 
station. In addition to ease of oper- 
ation, benefits offered in this sys- 
tem include easy installation, sol- 
id-state circuitry, call button at 
remote station, standby and vo- 
lume controls operated from con- 
sole, and a manual switch. Manu- 
facturer: Columbia Scientific In- 
dustries Corp., P.O. Box 9908, 
Austin, TX 78766. 


and parts. Manufacturer: Rocket 
Industries, 9935 Beverly Blvd., Pi- 
co Rivera, CA 90660. 


“Addin 
to factory 


the “RESUME?” feature 
ruise Control for 1981 has 


increased K35 on our stock orders 
by 150% over 1980!” 


James DeNooyer. DeNooyer Chevrolet. Albany, New York 


“Because many buyers want the resume 


feature on their Cruise Control, we now order 


almost every one factory-installed,” states 
Chevrolet dealer James DeNooyer. 
AC Cruise Control is specifically 
engineered for the GM car or truck 
on which it is installed. GM | QO 
buyers order Cruise Control to. [cse ^» 


hold their speed to lower, fuel-saving levels. 

It can also add to the resale value of the 

vehicle, according to Kelley Blue Book, 

N.A.D.A. Used Car Guide and Red Book. Be 

sure to specify K35 on full-size, intermediate 
and compact models for stock 
inventory. Set the pace for 1981 in 
profitable option sales. 


AC Spark Plug Division, General Motors Corporation 
1300 North Dort Highway, Flint, Michigan 48556 


"Partners!" 


tt The Associates work with us day in and day out to make us 
competitive...and keep us profitable. 9 9 


Vernon Porter 
Dallas Freightliner Truck Sales, Inc. 
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“I've been in business 11 years and have worked with 
The Associates for 10 years. They're truck people. They 
know the business inside out. They're committed to 
the dealer and dedicated to the industry. 
When I have a problem, | get help immediately from 
The Associates. Not next week. Not tomorrow. But 
today. | especially appreciate the way The Associates 
stay on top of our accounts. They eliminate future 
difficulties by anticipating and solving problems 
early. The Associates are like family to me." 


The Associates 

Truck/Trailer Financing & Leasing 
55 East Monroe Street 
Chicago, IL 60603 

Call toll-free 800-621-5226 

In Illinois, call collect (312) 781-5800 
40 offices to serve the transportation 
industry 


Associates Corporation of North America 
& aQGulf + Western Company 


